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NOTE. 

The impolicy of tlie Act of 1844 becomes daily more evident. 
The last returns of the Bank of France show that gold is 
wanted in France not merely to fill up the vacuum in her silver 
currency occasioned by the drain of silver to the East, but 
also to enable the Bank of France to increase its paper issues 
safely in proportion to its gold. 

In the great competition for gold between the Banks of 
France and England, the former can outbid the latter by 6 
per cent., as whenever the Bank of France issues notes for 
£200 to £100 of gold deposited in its coffers, it gains at the 
present rate of discount 6 per cent., whilst the Bank of 
England being restricted by the Act of 1 844 to issue only 
pound for pound gains nothing but actually loses the expense 
of paper and printing. The cause of the continued drain of 
gold to France is therefore no longer a riddle, and is traceable 
in a great degree to the restrictions of the Act of 1844. 
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TO THE 
RIGHT HON. LORD BROUGHAM AND VAUX. 

MyLosd, 

As the great Law Reformer of the Age, 
and especially as the Chairman of the Conference now sitting 
for the Reform of the Commercial Law, I would respectfully 
submit for your Lordship's consideration the reasons assigned 
in this Pamphlet for the necessity of a Reform of our Mone- 
tary Laws. 

With gratitude for the great services you have rendered 
your country, aud with the ardent wish that you may long 
continue to assist at her councils, 

I subscribe myself, 

My Lord, 
Your sincere admirer from early youth, 

HAMER STANSFELD. 

The Grange, Burley, near Otley, 
February 16th, 1857. 



Digitized by 



Google 



Digitized by 



Google 



SECTION I. 

ON THE 

BANE OF OUR MONETARY SYSTEM. 



IT having been announced in the Queen's Speech, that the 
Bank Charter Act of 1844, and Banking and Currency in all 
their various phases, will be brought under the consideration 
of Parliament this Session, it is desirable that the mercantile 
community should have the subject of the Currency ventilated 
as much as possible : there cannot be too much previous dis- 
cussion, and with a view to promoting it I venture to. offer 
this Pamphlet. 

The subject, no doubt, is a dry one, but should not be un- 
interesting, as the interests of all classes are deeply affected by 
the character of the monetary system nnder which they live. 

To begin at the beginning, let us enquire into the object of 
a Currency and what should be its requisite qualifications. 
Currency or Circulating Medium, for they are synonymous 
terms, was adopted to facilitate and to be a substitute for 
Barter. 

In the primitive condition of commerce no currency was 
used ; food was bartered for goods, and labour for food and 
clothes, &c. No credit was given — no risk run — ^no bad debts 
incurred— no pecuniary pressure could occur nor panic arise. 
But the inconveniences of barter were found to be restrictions 
on the accumulation of wealth, and people discovered that they 
could get rich sooner by superseding barter — ^that if instead of 
exchanging one article for another they could agree upon some 
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medium of ezchauge, the time and labour of hunting out the 
partits who wanted to take precisely what others wished to 
part with would he saved. Hence nations as by common con- 
sent hit upon a medium for circulating and transferring capital 
from one man to another, answering the same purpose as carts 
for transporting goods from one place to another. 

In substituting a different system, care should be taken not 
to change for the worse — ^that as in barter there was no risk, 
on^ article being exchanged for another, so in currency there 
should be none. Quality then is the first requisite of a sound 
currency. Again as in barter there was no limit to the num- 
ber of exchanges but the desire to exchange ; so in a currency 
there should be none either : hence quantity is another indis- 
pensible requisite'-^ quantity adequate to the transactions. 
A third essential in the character of a currency is steadiness, 
both as regards quantity and quality, this will be attained in 
the former by leaving it to adjust itself to the requirements of 
trade, and in the latter by having an adequate basis of a stand- 
ard as invariable in value as possible. 

A Monet^ System should be based on a rock, and not as 
is the case with us, on a quicksand which sinks from under us 
whenever gdd leaves the country. 

We eome next to the definition of the term " Monetary 
System,*' by which I understand the pecuniary machinery 
necessary to enable the community to discharge the money 
value of their engagements in a legal tender. The money or 
currency of our system may be divided into two classes. 

1st. Coin money possessing intrinsic value. 

2nd. Credit money such as Bank Notes, Cheques, and 
Bills, and all Paper Promises to pay money having no intrin- 
sic value but circulating on credit — all commercial contracts 
are engagements to pay so much capital estimated in our 
measure of value, Gold. The great mass of our bills and 
cheques, representing the exchange or bartering of commodi- 
ties are liquidated at the Clearing House by being set off 
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against each other ; tiie substitute of barter being exchanged 
instead of the commodities themselves. 

Our monetary system may be illustrated by the figure of an 
inverted cone standing on its apex, or still better by that of a 
top as in the annexed diagram, kept in constant motion by the 
power of confidence (the whip), oscillating as credit fluctu- 
ates — the nation flourishing, when spinliing round with great 
velocity, giving employment to all by the activity of its trade 
— staggering and reeling when its velocity diminishes^ and 
when confidence faiK lying prostrate on the ground. To 
protect the nation then from all rude and unnecessary shocks 
to confidence, and especially from the apprehension of a defi- 
ciency of the legal tender cannot be too strongly impressed on 
the mind of the public. Confidence is the very air which 
commerce blreathes. 

The Diagram shows the enormous disproportion existing 
between the credit money and the coin money and the legal 
tender used for carrying on the wholesale trade of the coun- 
try, being as ^29,294,000,00040^616,000,000 of coin money, 
and to £30,000,000 of the legal tender. 

It is not possible to ascertain with any accuracy, the 
amount of the wholesale transactions of the country, which 
may be considered incalculable, nor is it necessary, for our 
end will be answered if we have conveyed any idea of the vast 
extent of the credit (so unjustly decried) employed in carrying 
it on. In making the estimate we have kept the retail trade 
distinct from the wholesale trade, for as Adam Smith says 
" The circulation of every country may be considered as divi- 
ded into two difierent branches, the circulation of the dealers 
with one another, (being the wholesale trade,) and the circu- 
lation between.the dealers and consumers, (the retail trade.) 
Though the same pieces of money, whether paper or metal, 
may be employed sometimes in one circulation and sometimes 
in the other, yet as both are going on at the same time, each 
requires a certain stock of money of one kind or another to 
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carry it on." The bane of our monetary intern ia the nar^ 
row basis of legal tender on which its immense saperstmctore 
of credit is erected. 



SECTION n. 

ON THE RATE OF DISCOUNT AND ITS DEPEND- 
ANCE ON THE DEMAND AND SUPPLY OF THE 
LEGAL TENDER. 

♦ 

The basis of any monetary system is properly the Legal 
Tender, the legal means of satisfying debts. The subject of 
the Currency has been much embarrassed, by the difficulty 
of drawing the line between Capital and Currency, and also* 
from no distinction, as far as we are aware, haying been made 
between the legal tender and money and currency. 

All money is not a legal tender, for silver and copper coin 
are money, but are not a legal tender above forty shillings. 
A house during the panic of 1847, had a quantity of silver, 
but the Bank of England refused to give the legal tender for it. 

All legal tender is not money, for a Bank of England note is 
a legal tender, but not strictly money ; having no intrinsic 
value^ it is credit money. 

All currency is not legal tender, for local notes and bills 
form part of the currency but are not a legal tender. 

All legal tender however can be used as currency. 

The difference we shall find of great importance in unravel- 
ling the mysteries of the currency question. 

The legal tender has two distinct functions : — 
As Currency, and 
As the Commodity contracted for. 

The demand for it, as currency, depends upon the state of 
Trade, 
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The demand for it » as the subject of contract, depends on' 
the state df credit, the demand increasing as credit decroases. 

There may at one and at the same time be an ample quantity 
of it for the purpose of currency, and a very deficient quantity 
of it as the commodity contracted to be delivered- When 
commerce and credit are both good there is an extra demand 
for the legal tender in both its functions : — as currency, from 
other sources of supply being restricted; and as the siubject 
of contract, from the increased number of bargains. Should 
a drain of gold occur as at present, the supply being diminished, 
and the demand increased, its value in use or the rate of dis- 
count will naturally be higher. 

A shock to credit which stagnates trade> causes less of it as 
currency to be wanted, and more of it as the subject of con- 
tract. ' ' ' ' 

A sovereign as the legal tender 'acting as currency is of no 
use except as an instrument of transfer^ a ticket entitling 
the holder to exchange it for the sstme value of commodities 
as he gave for it, and substitutes can be provided in the shape 
of promissory notes, checks, and bills. 

A sovereign as a legal tender in its character as the subject 
of contract, is the identical commodity bargained to be deliver- 
ed ; no substitute can be enforced in its place against the 
will of a creditor, like " The pound of flesh it is in the Bond," 
and bankruptcy is the penalty for not providing it When due. 

Again, whether the quantity of the legal tender used' as 
currency be great or small, it has no effect on the rate of in- 
terest. Mr. Mill says "An increase in the currency has itself 
no effect, and is incapable of having any effect onthe'rate of in- 
terest." As currency, it is merely" traisferHng capital, and die 
interest given is the equivalent for the use of that capital '; ftw 
instance, a manufacturer borrows J6 1,000' at five pter cent, and 
with the money buys raw materials, the interest i^ given for 
the use of the raw materials, and liot fotthexike bfthe currency. 
But whether the quantity of the legal tender wanted as the sub- 
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jeet df omitsact is gtest or small, afiecto the rate of diaeoimt moat 
materially. In this character, it is a commodity subject to the 
same laws which govern the yalue of all other commodities, and 
tiie remuneration given is for the use of the article itself. Its. 
market or temporaty price is determined by the law of supply 
and demand, and as gold and Bank of England notes constitute 
the legal tender, so wiH the value of it in use rise and ftU with 
the efflux and influx of gdd, or I3ie increase or decrease of 
Bank of England notes, other things remaining the same. 

Our legal tender is composed of gold, and igl4,475,000 of 
Bank of England notes, these no:|es aie legal tender wi(ih the 
public only so long as they can be paid in gold on demand at 
the Bank, and being issued against a debt there is no gold 
wherewith to pay them ; our system therefore cannot, strictly^) 
be said to be based on gold, but on a l^^al tender consisting 
of paper as well as of gold. On ike demand and supply of 
this legal tender depends the rate of discpunt. Interest and 
discount are not precisely the same thing as is commonly im- 
derstood, and their e£fect on the mcmey market is very different. 
Interest as we have remarked is the remuneration given for the 
use of what money will purchase, and not for the money 
itself. Discoimt is the remuneration paid for the use of money 
itself, to convert credit into cash, credit money into the legal 
tender. 

When the Bankers in the panic of 1847 said to the Chan- 
cdlor of the Exchequer, " Let us have notes, charge 10, 12 
per cent, for Ihem, we don't care what the rate of interest is.'' 
They meant they would give any rate of discount for the legal 
tender, (the apprehension of the deficiency of which was the 
cause of the panic,) and not for capital in its general sense, 
whidi woidd not have answered their purpose. The legal 
tender was the one thing needfid. The panic was such, said 
Mb. Gubnet, that " Exchequer Bills and Securities of that 
kind were not to be convertible into money (legal tender) at 
all." These short dated securities constitute the basis of the 
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loanable funds in the London Money Market, and in Qtdinarj 
times of credit there is no difficulty in disponing of ijhepi for 
or in obtaining adrances on them, of the legal tender. But 
they are not themselves a legal tender, and to discount them, 
eonsttttttes a demand on the quantity of legal tender. 

The &ct, also, that the rate of discount of the Bank of 
England when unrestricted in its issue of legal tender notes, 
was kept for 140 years almost invariably at from 4 to 5 per 
cent, shows that it depended upon the amount of legal tender 
at their command. Indeed, the Governor of the Bank ad- 
mitted this to be their rule, when he stated that the Directors 
were guided in the putting up or lowering of the rate of dis- 
count by the state of the Bank Reserve, f • e, the legal tender 
at their command. 

If further evidence were necessary to prove that the rate 
of discount was dependent on the supply of the legal tender, 
look at the effect of the Government Letter of 25th October, 
1847, authorizing the Bank to issue more notes, which reducecl 
their maximum rate of 10 percent, on the $29th of October, to 
a minimum rate of 5 per cent, in December. 

The Act was suspended, and the Panic was ended. 



SECTION IV. 

ON TEE AOTIDOTE SUGGESTED. 



The establishing of Free Trade in a sound currency by per- 
mitting the Bank of England, and all crating Banks of Issue, 
(to whom length of time h<» given the requisite title to con- 
fidence) to increase their issue, jaad^ any other perion or 
persons to make fresh issues of promissory notes payable on 
demand for £5 and upwards, <m depositing two-thirds of the 
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V^ue in Government stock, in a general Issue Department, 
and certifying weekly, under penaltieSy that they hold one-^ 
ibird of the value in gold or Bank of England notes, reserving 
to Hie Bank of England on payment of a given rate of interest 
to the Government, the right to issue one pound notes in 
England in lieu of sovereigns, on eonditton of depositing one* 
third as a guarantee for the convertihility of the notes on 
demand. By this means we should obtain a larger quantity 
of both gold and safe paper legal tender, constituting a wider 
basis for our moneta^ system. 

' Adam Smith sanctions a still moro liberal prin^ipl^; by not 
requiring Biay security from the issuer of bank notes, lie says, 
** If Bankers are restrained from issuing any circulatiiig bank 
notes, or notes payable to the bearer, for less than a certain 
sum (stated previously to be £5\) and if they are subject to 
the obligation of an immediate and unconditional payment of 
such bank notes hs soon as presented, the trade may^ with safety 
to the puhUct be rendered in all other respects perfeotly free.^ 



SECTION V. 



THE IMPOLICY OF THE BANK CHARTER OF 1844. 

. . .-; r », , 

Never was an Act of Parliament passed more fraught with 
misery" to the coiinlry,' in my sincere opiAioh, than the Bank 
Charter Act of 1844. 

It narrowed the legal tender basis of our monetary system 
by restricting the issue of legal tender notes by the Bank of 
England to £14,000,000, whereas previously the Bank was 
unlimited, and fiirther reduced the amount of gold legal ten- 
der at^he disposal of the Bank^ by taking from the Banking 
Department and locking up in the Issue Department gold for 
k\i notes in circulation exceeding that sum. By so doing the 
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untBtG£(diiie88 of our monetary system was aggravated, teSeethig 
eveiry wholesale pecuniary transaction. The Act gave to com- 
metce the character of gambling rather than that of trading, 
produced violent fluctuations in the rate of discount, at one 
time) during an efflux of gold raising the rate eztravagemtly 
high, at another time; during its in^ttx causing it to be inordi- 
nately low; these viplent fluctuations creating incalculable 
mi8<Mef» < 

It " produced the panic of 1847," said the Lords' commits j 
tee, and tends to generate monetary panics periodically. It/ 
is protective in its character, benefitting the money holders 
at the expense of all other classes, and is opposed to the prin-, 
ciple of Free Trade, now universally admitted in this countrjf 
to be sound and beneficial. Further evidence of the impolicy 
of the Act will be found in the annexed Letters and Essays, i 



SECTION VI. 

THE PROPER PROPORTION OF CREDIT TO COIN 
IN A LEGAL TENDER CONSIDERED. 

» ' 

Let us trace the rise and progress of a Legal Tender. In a 
country where commerce is carried on simply by barter, gold 
would exchange as a commodity for the purposes of art^ at its 
market price, which is primarily regulated by the demand and 
supply, and ultimately by its cost price, the labour to pro- 
duce it. 

Let such country advance a step, and introduce gold as a 
measure of value, as currency and as money. As currency 
proper, simply to serve as a substitute for direct barter, it 
would not affect prices, but as money into which all com- 
modities are exchangeable it would ; commodities rising in 
price as gold became plentiful, and vice versa. The said 
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country now makes aaotker adfanee by the inirodootion of 
credit. If its wholesale transactions could aU be setUed bj 
notes, bjllsi and cheques^ throng either a general Clearing 
House or through separate ones in large Towns, (and Banks 
answer this purpose . in a great degree,) there would be no 
oceasioai for gold or any legal tender at all ; this state of 
things however not being practical, a 1^^ tender is requisite 
to discharge the balances of the credit transactions, the quan- 
tity wanted would vary with Ihe state of credit, the greater 
t]ie credit existing in a country and ihe less need there 
would be of legal tender, and vice versa. 

A monetary system to be sound therefore ought to have an 
ample quantify to meet all emergencies. Were gold alone 
the legal t^der, the only mode of discharging a debt legally, 
^e consequence of a drain of gold would naturally be a panic. 
In this country we have widened the basis of our legal tender 
by making paper also a legal tender — ^unlimited in quan- 
tity before the Act of 1844, but restricted by that Act -to 
iBl4,000,000. 

Let us consider the effect of thus introducing credit money, 
in o&er terms paper money, into a country where pre- 
viously the currency jna& entirely of gold and silver ; the 
quantity then in circulation bemg naturally just as much as 
the countiy requiredi the introduction of paper money^ which 
would answer the purpose equally well if as safe, would dis- 
engage just as much of the precious metals as it supplanted. 

This would benefit the coimtry pro tanto by converting 
what may be looked upon as dead stock into floating capital, 
which not being wanted here as currency would be sent 
abroad , to., buy, fopi and other eon^nodities, and add to, the 
active capital of the country. The very important question 
then arises — To what extent is it safe to substitute credit for 
coin in the currency, and especially in that portion of it which 
is made by law a legal tender ? Experience teaches us that 
two-thii^s of credit to one of coin is a safe proportion, if so. 
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were the metaHic currency of a countiy to amount to 
£00,000,000, which is the probable amount in this Empire, 
there would be a saving of £40,000,000 and an increase of the 
capital of the country to that extent. 

It is most desirable, if possible, to arrive at a sound prin- 
ciple in re-arranging our monetary system, for this being 
attained, other parts of the machinery could be arranged in 
harmony Were this proportion of two-thirds of paper to 
one-third of coin admitted to be sound in principle and prac- 
tice, why should it not be adopted in this country either by 
a National Bank issuing One Pound Notes on its credit in 
lieu of Sovereigns, retaining one-third as a guarantee for their 

gvertibiHty, ^d therewith paying off the debt to the Bank 
of Engi55^^-an4^0' liberating the country frond Hie War' In- 
come „Xa2p»J2L^^empowermg the Bank of England to do it - 
for a correspondmg'cOnai de g ati e n t cr to the Nation ; on depo- 
siting two-thirds of Government Securities, and holding one- 
third of gold. 

Under the Act of 1 844, the proportion of credit to coin is 
not so much off this mark, but was not adjusted on any such 
principle. 

It was assumed that the notes in circulation could never 
under any circumstances be reduced under £14,000,000, and 
therefore that paper to that extent might safely be issued 
Gold for all further issues was to be deposited in the Issu 
Department. The assumption at that time was that £30,000,000 
would be the average amoimtii^ circulation, and, consequently 
the proportion would be as £6,000,000 of gold to 
£14,000,000 of paper. When the circulation amounted to 
£21,000,000, then the proportion would be exactly as two- 
thirds to one-third. 

It is not with respect to the proportion, therefore, that the 
Act of 1844 is so much in fiault as in limiting the quantity 
of the paper legal tender, and exposing the country to the ap- 
prehension of a deficiency of the legal tender whenever an 



Digitized by 



Google 



16 

effluic of gold t6ok place* By pertnitting the Bank of England 
to issue what quantity of legal tender notes it thought proper 
against two-thirds of Government securities^ and holding one- 
third of gold, the fluctuations in the rate of discount would be 
avoided and the apprehension of a deficiency of the legal ten- 
der removed. 

Having taken care of the Quality, tlie Legislature may 
safely leave the Quantity to the Directors, who being liable 
to pay their notes in gold will take good care that they do not 
stop payment. 
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LETTERS AND ESSAYS. 
ON OUK MONETAEY SYSTEM. 



TO THE PRESIDENTS, VICE-PRESIDENTS, AND MEMBERS 
OF CHAMBERS OF COMMERCE OF GREAT BRITAIN 
AND IRELAND. 

Gentlemen, — I would with all respect appeal to you during 
the present monetary crisis to give your serious consideration 
to our Monetary Laws . 

It is only at times when their pressure is felt that merchants 
can be induced to reflect on their operation ; in ordinary times 
their action is inoperative. Surely a monetary system which, 
according to the evidence of a Governor of the Bank of 
England, subjects the country " to panics every five or six 
years," — to fits of appoplexy from repletion at one time and 
of paralysis from depletion at another — calls for an investiga- 
tion on the part of an intelligent mercantile community. 

It is manifest that our monetary system insures a decreasing 
quantity of circulating medium for an increasing trade. 

It is palpable that this ever-diminishing quantity of domestic 
currency is liable to be used also for foreign purposes in times 
of war, or whenever sudden payments have to be made for 
imports, and especially of corn, when harvests are deficient. 

Ought not this absorption of our domestic currency to be 
counteracted ? Is not gold the basis of our currency ? and 
the Bank of England the heart through which this life-blood 
circulates in the veins of the community f And does it not 
follow that when drained of this vital circulating mediumi 
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commerce is paralysed, and the industrious classes thrown out 
of employment ? And, further, is it not the law that when 
the Bank of England is so much drained as not to be able to 
pay its notes in gold, that they cease to be a legal tender, and 
that, consequently, there is no legal tender left for the whole- 
sale transactions of the countiy excepting the sovereigns in 
the hands of the joint stock and private bankers ? 

I would ask you, in the name of common sense, if such a 
monetary system ought to be tolerated by a commercial com- 
munity. I would ask you if Chambers of Commerce are not 
untrue to their vocation if they do not appoint special com- 
mittees to examine and report upon our monetary laws, with 
a view to ulterior action on the Legislature. 

For Quunbers of Commerce to ignore the question of money, 
which is the steam that keeps the c<»3amercial engine in motion, 
resembles very much the performing the play of Hamlet with 
the part of Hamlet left out. 

To neglect the consideration ctf tl\e subject on the ground 
of its difBtculty, would be unworthy of the intelligence of 
British merchants and discreditable to their class. 

I subscribe myself, &e. 
The Grange, Burley, near Otley, Sep. 27th, 1855. 



TO THE EDITOR OP THB "BANKERS CIECULAK. 



Sir, — ^As you are intending to publish Supplements to your 
paper, devoted exclusively to the consideration of the Bank 
Charter Act of 1844, 1 beg to send you for insertion a few re- 
marks on the subject. 

I am, Sir, &c. 
The Grange, Burley, near Otley, 
January, 1855. 
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A FEW REASONS FOR THE IMMEDIATE RE. 
CONSIDERATION OF THE BANK CHARTER 

ACT OF 1844. 



1st. That the Act may expire " at any time upon twelve 
months' notice to be giren after the first of August, 1855." No 
time, therefore, should be lost in calling the attention of the 
public and the legislature to this most injurious law, in order 
that the requisite notice may be given in due time. 

2nd. That the Secret Committee of the House of Lords 
appointed to enquire into the Commercial Distress in 1847, 
stated in their Report " that those restrictions (of the Act of 
1844) materially aggravated the pressure and produced the 
panic of October, 1847." The committee consisted of twenty 
members, via.— 
Lord Ardrossan (Eglinton) The Lord President (Lansdowne 
Lord Somerhill(Clanricarde) The Duke of Richmond 
Lord Whamcliffe The Marquis of Salisbury 

Lord Brougham Earl Graham (Duke of Montrose 

Lord Rossie (Einnaird) Earl Grey 
Lord Stanley (Derby) Earl St. Germaine 

Lord Ashburton Earl Granville 

Lord Glenelg Earl Auckland 

Lord Monteagle Lord Ellenborough 

Lord Campbell Lord Beaumont 

drd. That the Committee of the House of Commons, ap- 
pointed for the same purpose, may foe considered as having 
virtually recorded their verdict against the Act, as on the mo- 
tion of Ma. HuMB, ''that in the opinion of this Committee, 
the laws for regulating the issue of banknotes payable on de* 
mand (Acts of 1844 and 1845) aggravated the Commercial 
Distress in England in the year 1847," the following eleven 
independent members of the committee voted with Mr. Hume^ 
and of the thirteen who voted against his motion, the majority 
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sisted of Sir Robert Peel and his adherents, and of Lori 
in Russell and his followers, the original supporters of the 
, sitting in judgment on their own ofiPspring. 



11 ATES. 

t^Lord George Bentinck 
^ Mr. T. Baring 
^ Mr. Spooner 
' Mr. Herries 
' Mr. Cayley 

Mr. Alderman Thompson 

Mr. Hudson 

Mr. Hume 

Mr. Disraeli 

Mr. Glyn 

Mr. James Wilson 



13 NOES. 

Sir Robert Peel 
Sir James Graham 
Mr. Gonlbum 
Mr. Cardwell 
Mr. W. Beckett 
Mr. Home Drummoncl 
Sir William Clay. 
Lord John Russell 
Sir Charles Wood 
Mr. Labouchere 
Mr. Cobden 
Mr. J. L. Ricardo 



Mr. Thorneley 
tth. That the Act of 1844 not only restricts but contracts 
t portion of the circulating medium of the country, consist- 

of promissory notes, payable on demand : a proceeding as 
ppropriate for a commerce expanding under the principles 
Free Trade^ as would be the reducing the present number 
^irriages and trucks to meet the requirements of anincreas- 

traffic — ^since 1844 our foreign trade alone has doubled, 
ilst our paper circulating medium lias decreased about 
00,000. 

The Act restricts the Bank of England to an issue of 
L,000,000 against securities ; whereas, previously, its power 
issue was unlimited. The Act further limits the issues of the 
»vincial Banks to the average circulation for twelve weeks 
ceding the 27th of April, 1844, and in case of their ceasing 
ssuOy provides only for the filling up the vacuum to the 
ent of twO'thirdSf by permitting the Bank of England to 
rease its issues against securities in the same proportion ; 
y by granting this permission only on condition that the 
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profit upon such increase of circulation shall go to the Govern- 
meat, really diminishes the circulating medium to the full 
amount which Provincial Banks may cease to issue. '* We 
gain nothings" said Mr. Morris, the Govemor of the Bank in 
1847, *' by inducing parties to issue our notes : any profit be- 
yond the £14,000,000 goes to the Government." 

This same self-interested reason accounts for the Bank 
Directors not having made use of the power which the Act 
gives them to fiU up the gap already made. They can in- 
crease their issues to the extent of £500,000 on making an 
application to the Treasury; and yet, notwithstanding the 
severe pressure on the money market which they might have 
relieved pro tanto to the great convenience of the commercial 
community^ they have made no such application. Justly do 
the Lords' Committee observe — " no narrow views of the mere 
pecuniary interests of its Proprietary should exclusively con- 
trol its actions. — ^To the Bank of England Parliament has 
confided great privileges, and exclusive powers ; for the ex- 
ercise of these powers the Bank is responsible. In these 
respects the Bank of England difiers from an ordinary trading 
corporation ; and, consequently, is bound always to keep in 
yiew the real and permanent interests of the commercial 
classes and of that great community of which it forms a part.'* 
According to valuable tables prepared by Mr. Newmarch, 
from materials furnished by J. G. Hubbard, Esq., Govemor 
of the Bank, it appears that the outstanding circulation of the 
Bank has increased about £4,000,000 since 1851. The ex- 
pansion of trade has therefore absorbed so much more of the 
circulating medium, and consequently abstracted the same 
amount from the Bank Reserve, which is the main fund for 
the purpose of discounting. An Act entitled " An Act to 
regulate the issue of Bank Notes," which arranges a gradually 
diminishing quantity for the use of an ever increasing trade 
is founded on an absurd and suicidal principle, and calls for 
immediate re-consideration. 
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5th. Hutt the Act of 1844 prodaeen frequent and violent 
iuctufttions in the rate of discount to the great injury of the 
ountry. 

The Lords' Committee state in their Report, that ''the 
arlier practice of the Bank of England had been to discoimt 
t a rate nearly fixed and uniform. From 1704 to the 16th 
fay, 1839, this rate never exceeded 5 per cent., nor was less 
lan 4 per cent. In the pressure of 1839, the rate was raised 
»r some months to 6 per cent., but it was reduced to 5 per 
»nt. in January, 1840, and remained at 4 or 5 per cent., as 
efore, till alter the passing of the 7 & 8 Victoria. " Prior 
> September, 1844, (observed Mr. Horsley Palmer,) the 
iank never reduced the rate of discount below 4 per cent." 

The accompanying diagram illustrates the extreme variations 
I the minimum Bank rate of discount since the passing of the 
LCt of 1844 ; and when contrasted with the fact, that from 
704 to 1844, a period of 140 years, the rate never exceeded 
per cent., (except in a few months in 1839,) nor was under 
per cent., affords in itself a sufficient reason for the re- 
msideration of the Act. 

The diagram shows also that the rate of discount is depen- 
mt on the state of the Bank Reserve, as mentioned by Mr. 
[orris in his evidence, reference being also had to the rate 
p interest in the market. 

6th. That the Act of 1844, in permitting the Bank of 
ngland to depart from its practice of never discounting under 
per cent., leads at one time to over- trading and speculation, 
om the Bank offering money at the low rate of 2 per cent., 
id at another time creates monetary pressure and panic from 
le Bank being obliged in self defence, against the restrictions 
r the law, to raise its rate of discount and curtail its accom- 
lodation to the public. 

7th. That the Act of 1844, in seeking to maintain the con- 
srtibility of the bank note into gold through the means of 
ressurcy by contracting the note circjolatlon as the gold flows 
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out, notes the rate of discount-— makes money dear^ and eyery 
thing eke o^ap*-and produces incalculable mischief. The 
reputed author of the bill, Samuel J. Loyd, Esq., now Lord 
Orentone, gaye the following opinion before the Lords* 
Committeey *^ I think that a relaxation ought only to take 
pisce IS the last extremity ^ and when the inconvenience arising 
from the pressure has produced all its legitimate effects in 
rectifying the exchanges and the danger of general confusion 
has become imminent." In other words, that a panic should 
previously exist ; an opinion fraught with greater evils to a 
commercial community was surely never uttered. It is contend- 
ed that there is no other way of bringing the gold back and of 
maintaining the principle of the convertibility of the note into 
gold, which is> and ought to be, the basis of our monetarysystem. 
But gold, like water, will find its level ; if it flows out too 
freely from this country it will overflow in others, its value 
will fill! there and rise here, and it will then naturally return 
to the most profitable market. It is only during its temporary 
absence that this convertibility is endangered. This was fully 
admitted by Mr. Morris in his evidence before the Cixnmons' 
Committee in 1848. He was asked : — 

" Q. Did you not say that there was a natural tendency in 

trade to rectify itself ?— Yes ; if a sufficient period of time is 

all&toedp there is a natural tendency in trade to adjust itself; 

but the rectification does not take place so rapidly through goods 

and securities, as through the medium of the precious metal. 

** Q. But during the absence of the precious metals, might 

t not be advantageous to the country and prevent great loss, 

f we had a temporary substitute for those precious metals? — 

f yoa have a temporary substitute in the absence of the pre- 

ious metals, you do away with the convertibility of the note; 

am always bearing in mind the convertibility of the note. 

'* €L Then the price of the convertibility of the note, under 

bat state oi things, is the disemployment of labour and the 

oin of the merchants of this country ? — The pressure which 
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le export of the precious metal causes, naturally will cause 
ilures of parties who may have been over-trading, and will 
so cause a fall in the price of goods, 

**Q. And it will lead to a disemployment of labour? — 
robably for a time it may lead to a disemployment of labour." 

Now the danger to the convertibility which he apprehends 
ay be averted, and the extreme fluctuations in the rate of 
scount at the same time avoided, by granting to England 
e same privilege which Scotland and Ireland possess, of 
ling one pound notes. By empowering the Bank to substi- 
te JS30,000,000 of notes for sovereigns— as circumstances 
ight render necessary, depositing one-third of the sovereigns 

a guarantee for the convertibility of the notes (admitted to 
i a safe proportion,) we should have a Reserve of iS20^000,000 
herewith to protect the circulating medium against export, 
id to keep steady the Bank rate of discount. Let the Bank 
England abide by its former rule of never discounting under 
per cent. ; and when its Reserve is so much reduced by a 
ain of gold as to make an advance to five per cent, necessary, 
k them avail themselves of this power of issue, on paying 
terest to the Government at the rate of four per cent, for 
e advance obtained, and when no longer wanted, the notes 
uld be cancelled. For every three sovereigns received in 
[change for notes they would be able to add two to their 
eserve. By this means a power of regulating the circulation 
3uld be obtained without in the slightest degree tampering 
th the currency. The market rate of interest would be left 

find its natural level, and the arbitrary interference of a 
int Stock Company like the Bank of England with the value 

money would be counteracted. The operation of this 
itional Reserve would resemble that of a reservoir for sup- 
ping canals during periods of drought. The Exchanges, 
lich depend upon the balance of payments between this 
untry and others, would adjust themselves without the 
inous depreciation of prices entailed by the pressure of our 
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present system. If our imports exceeded our exports, say, 
by iS5,000,000, that amount of gold would probably have to 
be sent from the Bank Reserve, — the balance due to foreign 
countries would therewith be paid — ^the Exchanges would be 
adjusted — and the vacuum in the Bank Reserve filled up by 
the mode suggested. When the reflux of gold took place, 
which in the course of time would naturally occur, and would 
be accelerated by the Bank rate of discount being 5 per cent, 
(higher than rules generally on the continent) then the Bank 
Reserve would be increased, and sovereigns instead of one 
pound notes again be issued, as it would no longer suit the 
Bank to pay 4 per cent, to Government for the accommodation. 

Under such a plan gold could be exported as a commodity 
without diminishing the currency, and might flow in or out 
of the country without creating any greater anxiety or specu- 
lation than the import or export of any other commodity to 
the same amount. 

6th. That the Act of 1844 provides no substitute for our 
sole ultimate Legal Tender Gold when drained from the 
Bank, and exposes this great commercial community to the 
possibility of having no Legal Tender at all to discharge its 
wholesale engagements (excepting the sovereigns in the hands 
of private bankers) as Bank notes cease to be a Legal Tender 
when the Bank can no longer pay them in gold. The Lords' 
Committee in their report allude to the probability of this 
state of exhaustion occuring to the Bank in 1647, in the 
following words, " Had any unfortunate circumstance inter- 
posed with the power of meeting the latter engagements (the 
payment of the private deposits ;) or, had not the Treasury 
Letter been written, suspending the Acty there seems . little 
doubt of the fatal consequences which must have ensued. 
Had it been impossible to pay the deposits a discredit of the 
Bank Note must have been the consequence ; nor can it be 
rationally questioned but that such a misfortune might have 
exposed to risk the convertibility of the Bank notes." 
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ad Mr. Huskisson, in his pamphlet on Depreciation, 
» " it is, therefore, manifest that by a possible combination 
dngs the Bank might be driven to part with its last guinea, 
only without having checked the drain, but with the cer- 
ky of increasing it in proportion as their notes were 
inished." 

he mere apprehension of a deficiency of the Legal Tender 
ifficient to create a panic, and might be obviated by some 

enactment as was suggested in a pamphlet published by 
n 1849, entitled, " A Remedy for Monetary Panics." 
h. That the Restrictions of the Act of 1844 are a main 
e of the present pressure in the money market, and of the 

of discount being higher here than in any other part of 
3pe. In May last the Bank of France reduced its rate 

5 to 4 per cent., whilst the Bank of England at the same 

raised its rate to 5}^ per cent., and maintains it still at 5 
sent. It has been shown that the Bank rate of discount 
averned by the state of the Bank Reserve. It having 
I admitted by the Governor of the Bank^ that the out- 
ling circulation has been increased about £4,000,000 
i 1851, the Bank Reserve has decreased to that amount: 
llows, therefore^ that the pressure and high rate of dis- 
it are chiefly attributable to the Restriction of the Bank to 
sue of £14,000,000, which has to serve two purposes, to 
ily a circulating medium and a fund for discount ; and 
the more trade expands, the higher, ceteris paribtiSf will 
be rate of discount under the Restrictions of the Act of 
i, and the greater the disadvantage of the British merchant 
)mpeting with foreigners. The Bank gains but the pub- 
)ses ; the natural eflFect of restriction and monopoly. Let 
Legislature look to the quality of the Circulating Medium 
t them see that the issuers are qualified to maintain the 
'ertibility of the note> of which it has been proved before 
iamentary Committees that there cannot be an over-issue, 
let them not restrict the quantity, leaving that to regulate 
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itself according to the requirements of the country. Let the 
Legislature be consistent in its Acts, and having sanctioned 
the principle of Free Trade in Commodities, let them carry it 
out to its legitimate extent of Free Trade in a Sound Currency. 
10. That the war^ just and necessary though it be, naturally 
entails additional restrictions on commerce and pressure on the 
money market, and calls imperatiyely for the immediate recon- 
sideration of the Bank Charter Act of 1844, and for the re- 
moval of the unnatural and unnecessary restrictions and 
pressure created by that Act. 



STJGGESTIONS FOR STJCH AJST AMENDMENT OF THE 

BANK CBEARTER ACT OF 1844 AS WILL ALLOW 

OF FEEE TRADE IN A SOUND CURRENCY. 

♦ 

1st. That all restrictions on the quantity to be issued of Pro- 
missory Notes of £6 and upwards, payable on demand, be 
abrogated. 

Qnd. That regulations a£fecting their quality be retained, so 
that the public may have full confidence in their convertibility. 

3rd. That the Bank of England shall relinquish the mo- 
nopoly it possesses of exclusively supplying the circulation 
within sixty-five miles of London. 

4th. That Bank of Enland notes shall, as heretofore, be a 
legal tender between man and man, excepting at the Bank 
itself. 

5th. That the Bank of England alone, in order to regulate 
the currency, shall have the power of issuing in England one 
pound notes in lieu of sovereigns, on depositing one-third as 
a guarantee for the convertibility of the remainder, and on 
paying to the Government interest at the rate of 4 per cent, 
per annum for the two-thirds of which they have the use ; and 
shall exercise this power so that their minimum rate of dis- 
count shall not exceed 5 per cent. 
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6th. That the Bank of England abide by its former practice 
f nerer discounting under 4 per cent. 

7th. That the Issue and Banking departments no longer be 
sparated. 

8th. That the possibility of a deficiency of the legal tender, 
rising from the Bank of England note ceasing to be a legal 
nder when the Bank ceases to pay in gold, be prevented. 

EXPLAKATORT DIALOGUE. 

A. You recommend Free Trade in a sound currency ; but 
hy not take the broader ground of Free Trade in Money ? 

B, Because by so doing you would narrow the ground, 
he word money is not sufficiently comprehensive— does not 
abrace the whole question — money truly defined is coin, 
>ssessing intrinsic value. Promissory notes are mere en- 
igements to pay money — ^forms of credit. In the former we 
ive Free Trade already, in the latter the issues are restricted. 

A. What then is your definition of a sound currency? 

B. Coin and Promissory notes payable on demand of such 
quality that the public may feel perfect confidence in their 
>nvertibility into gold. 

A. But thete are other forms of currency, such as Cheques 
id Bills, which constitute the principal circulating mercan« 
e medium, and a variety of other written promises to pay 
oney. 

B, Yes ; but these various forms of credit must come under 
different category, and each individual who takes them must 
3 left to judge of their value at his own risk ; they do not 
)nstitute part of what is popularly understood as currency — 
ley affect individuals who are able to judge of the solvency 
- the issuers rather than the community at large, who from 

want of the requisite knowledge, are sooner alarmed and 
mic stricken. 

A. By requiring the convertibility of the promissory note 
ito gold you of course approve and would maintain the pre- 
mt gold standard ? 
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S. Yea, we need not complieate the question by considering 
whether our present standard is either a correct one or the 
best^ whether a sHver standard, or a doable one of gold and 
eOyer would not be better. It has been fixed since 1717, that 
an ounce of metal containing 440 grains of fine gold and 40 
grains of copper shall be coined into sovereigns at the rate of 
£$ 17s. lOH* per ounce, which gives to each soTcreign 
1^3-^^ grains of gold. Whether the discoveries of gold 
in Califorma and Australia may make an alteration some time 
or other desirable is a question per se^ but for the purpose of 
considering our present currency, a pound sterling and a sov- 
ereign may be regarded as synonymous. A sovereign is the 
nearest estimate of the value of the labour requisite to produce 
it, and the least variable as the measure oi labour, which con<» 
stitutes the real standard of value. 

J, You maintain, in fact, that all promises to pay pounds 
sterling should^ be redeemable with or convertible into 
sovereigns ? 

B, Yes ; to be redeemable in anything else than the pre- 
cious metals would be to depreciate the currency, and would 
disturb the value of commodities, just as altering the yard 
measure from 36 inches to 35, would derange the measure- 
ment of all articles sold by measure. Let gold then remain 
our STANDARD of value, let the sovereign contain 123-^^ 
grains of &ie gold, and pounds sterling in account be equi- 
valent, but do not let the import and export of gold bullion, 
so readily converted into currency by being coined at the 
Mint, or being lodged at the Bank against which notes can be 
issued, operate so frequently and powerfully upon the rate of 
discount. Nullify this fluctuating action on the currency by 
permitting the Bank to substitute one pound notes for sove- 
reigns, when gold is leaving the country and vice versa when 
it is coming in. Leave bullion as an article of merchandize 
— a commodity — to rise and fall as all other commodities do 
according to the law of supply and demand, but leave your 
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currency to adjust itself in quantity to the requirements of 
trad&^by allowing free trade in a sound currency. By so 
doing you will steady the rate of discount, remove one of the 
main causes of speculation, and put a stop to the endless 
question in eyery man's mouth, who feels that the value of his 
property is made to depend on the answer — " Has the bullion 
in the Bank this week increased or diminished ?" It is a mon- 
strous absurdity that a comparatively small increase or decrease 
in the supposed amount of gold possessed by this country, 
should so seriously affect the value of everything else. 

A. Why do you object to the Issuing and Banking Depart- 
ments being kept separate ? 

B. Because the separation hampers the Bank and deceives 
the public. The Bank is rendered less able to meet the 
claims of its depositors from being deprived of £6,000,000 of 
gold when the issue of Bank notes is J620,000,000, which the 
Law locks up in the Issue Department, and the public are 
deceived by the weekly statements of the accounts which seem 
to be made out on the thimble-rigging principle of puzzling 
people and leaving them to guess under which department the 
gold — the foundation stone of our monetary fabric — is 
deposited. 

A. By allowing an unlimited issue of promissory notes, 
you would surely create an over-issue, and raise prices con- 
siderably. 

B. The evidence of all experienced Bankers before Par- 
liamentary Committees, goes to show that there cannot be an 
over-issue of convertible notes, without entailing loss on the 
Issuer. The Bullion Committee of 1810 state in their Report, 
"That it is impossible for a country banker to increase his 
issues beyond the requirements of the district with which he 
is connected," and the Edinburgh Chamber of Commerce, 
speaking from the experience of a hundred years in Scotland, 
memorialized Her Majesty's Ministers in October, 1847, in 
favour of unrestricted issues in the following terms : — " Free 
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competition in Banking, a numerous proprietary, unlimited 
responsibility, and a paper currency convertible into silver or 
gold on demand, has been by long experience matured into a 
system better suited to the wants and trade of the country, 
safer in itself, more economical and convenient, more implicitly • 
relied on by an entire people, than any system ever devised 
by any State for the service of its subjects ; a system which 
no State ought to be allowed to mutilate or take away." 
To this evidence of experienced practical men, I may add the 
opinion of a man of science, as to what the rule ought to be 
as to the issue of paper. Mr. J. S. Mill says, " that the sub- 
stitution of paper for the precious metals should be always 
carried as faras is consistent with safety, no greater amount 
of metallic currency being retained than is necessary to main- 
tain both in fact, and in public belief, the convertibility of the 
paper." And Mr. Tooke recommends, *' a total abrogation 
of those provisions of the Acts of 1844 and 45, which limit 
the amount of the Note Circulation." With regard to the 
effect on prices, there is no doubt that the depression created 
by the Restrictions of the Law will, on the abrogation of those 
restrictions, be removed, and prices will rally to their natural 
level. If the Bank of England could at present enlarge its 
issues, the rate of discount would be lowered, and prices would 
rise, but so long as those issues were convertible into gold on 
demand, the prices would be in harmony with the value of gold 
both here and abroad. 

A. Your suggestions do not appear to give fair play to the 
Bank of England. You allow other parties to issue without 
limit, but restrict the Bank in a certain degree, by binding 
them not to discount under 4 per cent., nor above 5 per cent. 

B, My reply is, that they are placed in the same position 
in which they were before the Act of 1844, when, as the Lords* 
Committee state in their Report, '^ the earlier practice of the 
Bank of England, had been to discount at a rate nearly fixed 
and uniform. From 1704 to the 16th of May, 1839, this rate 
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Beyer exceeded 5 per cent., nor was less than 4 per cent." 
The same has been the practice of the Bank of France, whose 
discount transactions are larger on an average of years, than 
those of the Bank of England. They never exceed 5 per cent*, 
•and haye hardly eyer been under 4 per cent. Under all cir- 
cumstances they have kept that equable rate of interest ion 
their discounts." vide Lord Ashbnrton's eyidence before the 
Lord's Committee. 

A. But you depriye them of their monopoly of the circu- 
lation within 65 miles of London. 

B, True, but against this they still retain the preference^ 
which their Notes, being a legal tender, giye them, and they 
would haye the additional, and cxdusiye priyilege of issuing One 
Pound Notes in England : and further they haye the keeping 
of the Goyemment Accounts, which according to the last re- 
turn, yielded them a profit of £250,000 a y^ur. 

If these adyantages are not sufficiently satisfactory to them* 
it will be for the country to ccmsider whether it will not be 
better to emancipate itself at once from the thraldom of the 
Bank, by paying off its debt, and establishing a National Bank 
on sounder principles than the Bank of England, whose main 
foundation of credit, strange to say, is a debt, its capital of 
£11,015,100 lent to Goyemment. 

Some radical change is absolutely necessary. As Loan 
AsHBURTON once said, '* Our monetary laws put it in the power 
of a few capitalists, so to contract the supply of gold, as to 
enrich themselyes, embarrass the Bank, and nearly ruin the 
Nation. Indeed, in case of panic, these laws, firom not pro- 
yiding a sufficiency of the Legal Tender, render it practically 
impossible for either the Goyernment or the Bank to discharge 
their liabilities. There are at present depositors in the 
Saying's Banks, whose aggregate deposits amount to upwards 
c^ £83,000,000. Were any alarm in consequence of the war 
to seize these parties, or were they excited by any political 
motiye, as was the case when London was placarded with 
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** Ran ^r Gold, and stop the Dake/' there would be no 
possible way of paying them. The Bank has only about 
£10,000,000 of gold in hand, which is locked up in the Issue 
Department, there only remains therefore, their reserve of 
notes of about £6,000,000 to satisfy their own private deposi- 
tors of about £10,000,000, and the Savings' Bank depositors 
of Jg93,000,000, many of whose claims being under £6, would 
have to be paid in gold, as there are no notes in England 
under £6. Thus the Government and the Bank are left with 
a Legal Tender of ig6,000,000 to pay £43,000,000. That 
such a state of discredit is improbable, is granted, but 
when the L^^lature by a stroke of the pen eould make 
the danger impossible, tiie wel&re of the ccHnmunity, the 
salut popuiif demands the speedy amendment of our Monetary 
Laws. 

Under their baneful restrictions the supply of currency is 
kept below the demand, the charge for its use, or rate of dis- 
count IS consequently high, and Its fluctuations frequent and 
violent. Money is dear, as the saying is ; at thid very time 
the rate of discount at Hamburgh, as quoted in the Times of 
the 26th February, is 1} per cent., whilst here the minimum 
rate of the Bank is 5 per cent. 

Under Free Trade in a sound currency, the supply of the 
eiieulating medium would adjust itself to the demand, to the 
yequirements of the country ; they would be at par with each 
other-Hhe currency could not be more than adequate-^the 
rate of discount would be more moderate and steady, and the 
fluctuations from the influx and efflux of gold coin compara- 
tively trivial. Our Monetary Laws should have an effect the 
very opposite of what they now have, they should keep the 
currency and the rate of discount as steady, and not as 
unsteady, as circumstances would permit. We have done 
away with Usury Laws and Com Laws, and have established 
Free Trade in commodities ; but most inconsistently have 
maintained restrictions on the medium for circulating those 
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commodities. Do away with them, and let there*be Free 
Trade in a Sonnd Currency. 

We protest loudly and properly against the practice of cir- 
culating Accommodation Bills, and a Commissioner in Bank- 
ruptcy can in yariouB ways punish a Bankrupt for the ofience ; 
and yet this is the yery principle of the arrangement between 
the Goyemment and the Bank — John Bull applies to the 
Goyemor of the Bank for pecuniary assistance, says he is 
short of money, cannot readily get his debts paid (taxes) by 
the public, and must haye some help to carry on his establish- 
ment ; — ^the account is accepted by the Goyemor, who has 
a good opinion of John's credit, and adyances him some 
£14,000,000 in the shape of a Loan, or on his own bond, 
(stock,) on condition of being allowed to draw on him (the 
nation) for the amount in notes payable on demand, and to 
renew them from time to time as they are presented for pay- 
ment. What difference is l&ere between this arrangement 
and that of two indiyiduals drawing otf each other and coyer- 
ing their acceptances, than the degree of credit respectiyely 
attached to the parties ? The Bank has lent its capital, the 
Goyemment haye spent it, and both are floating on their 
credit. 

Accommodation paper is so far the foundation of our 
monetary system, and the nation (the borrower) has to pay 
dear enough for it, — to giye 3 per cent, for the sum adyanced, 
subject to certain deductions, and the permission to the Bank 
to get as much interest from the public on its notes as it can : 
moreoyer, the monopoly of the circulation to a certain extent, 
and other priyileges, and with all these adyantages a contriy- 
ance called the Bank Charter Act to preyent the Bank from 
stopping payment. 
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ON THE INCONSISTENCY OF FREE TRADERS 
SUPPORTING THE RESTRICTIONS ON THE 
CURRENCY, & CONSEQUENTLY UPON TRADE, 
IMPOSED BY THE BANK CHARTER ACT OF 
1844. ^ 

To the Editor of the " Manchester Examiner and Times.** 

Sir, — I have been favoured By you, I suppose, with a copy 
of your impression of the 1st of November, containing a lead- 
ing article in defence of the Bank Charter Act of 1844, in 
which you say — " No, the Bank Charter Act at the present 
moment is our only security against any such tampering with 
the currency as would drive us rapidly into a state of insol- 
vency." This ia^*ioo had** from Free Traders. Is it possible 
that Manchester can so far forsake the principles which placed 
her on the throne of Free Trade as to sanction the defence of 
an Act which assumes to regulate the currency (the steam 
which keeps the greatiwheel of trade in motion,) by the tight- 
ening or slackening of the Bank screw ? Whether is it more 
in accordance with Free Trade principles to fetter and com- 
press commerce by the restrictions of a scheme of currency, 
or to leave commerce and currency to regulate themselves by 
•the law of supply and demand ? 

It is by no means necessary to ^* tamper with the currency," 
to which no man can have a stronger aversion than myself, in 
order to bring it into harmony with Free Trade principles. 

Money presents itself to us in two forms, of coin money, 
possessing intrinsic value, and credit or paper money, such as 
bank notes and other promises to pay, of no value in them- 
selves, and circulating only on the credit of the issuers. 

You speak of this mighty power of credit or paper money 
as fictitious capital ; but by whatever name it may be called, 
it is through its means almost alone that our wholesale trade 
is carried on, as proved by the transactions of the Clearing 
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House, friiere bilk and ohequeB to the amouut of upwardi of 
Ibur thoosaad nullioiis are ezehanged annaaQj. Credit it the 
Tery air Uiat oommerce breathes, most beneBeial, inTigorating, 
and Itfe^Bupporting when pure and whdesome ; most detri- 
mental when deleterious 1 The principle on which the pro- 
portion of credit to coin in the currency ought to be regulated 
cannot be better espluned than in the words of Mb. J. S. Mi&l, 
who says — " That the substitution of paper for the precious 
metals riiould be always carried so far as is consistent with 
safety ; no greater amount of metallic currency being retained 
than is necessary to maintain, both in hot and in public belief 
the convertibility of the paper." 

Would it be inconsistent with this rule to allow any man to 
issue promissory notes payable on demand, on depositing two- 
thirds of their amount in government stocks and holding one 
third in gold or Bank of England notes as security for thdr 
convertibility? Would this be an adequate security or not, 
both in fact and in public belief, for the convertibility of paper 
money ? If this security be attained^-if the jrtMilily oi the 
circulating medium be thus assured, why may not the amount 
or quanHtff be left to the ordinary influence of demand ? 
Would such a currency partake in any degree of the character 
of fictitious capital or accommodation paper ; and would not 
the issuers of it raise their rate of discount and contract their 
circulation in self-defence when ai^rehensive of a scarcity of 
gold, and thus produce naturally and gradually the same 
effect which the Bank Charter Act endeavours to accomplish 
by a sudden and severe pressure ? 

You observe " that the whole burden of the war is borne 
by the commercial classes ; " if this be so, then d forfhri 
ought they to be relieved fi*om all restrictions on their com- 
merce. Whilst depriving them of their capital there is no 
occasion to take away their currency, which enables them to 
make their capital. They may be willing and able to give 
the golden eggs, but not the hens that lay them. 
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You say, " it is impossible, nnd^r the Act d 1844, that the 
ciurrenc J can he infiated by the misBumagement of the direc-* 
tors.*' But the fact, that since the passing of the Act they 
bafve offered their notes at 2 per cent, whilst previously they 
never discounted under 4 per cent, is rather at variance with 
this assertion ; and I would ask whether the liability, under 
the Act, of the rate of discount oscillating from 2 per cent, to 
8 per cent., is not more likely to lead to speculation in cot- 
ton — the spinners' dread — than under the practice of the bank 
previously, who never discounted under 4 per cent nor 
above 5 per cent., excepting for a few months in 1839. 

I regret much having to differ from those with whom I 
have so long had the pleasure of being allied in the good fight 
of Free Trade; but a sense of public duty compels me to dis- 
regard private feeling, and as the Manchester Free Traders 
at this critical monetary period are openly advocating through 
their press (fc»r the Guardian expresses the same opinion,) 
restrictions on trade, I cannot refrain, as a member of the 
Council of ^e late Aifti-Com-Law-»League, from protesting 
against what I conceive to be a dereliction of their original 
principles. I must admit, at the same time, that they are 
only now carrying out the opinion they have for some time 
maintained ; and this I impute to them as an aggravation of 
the evil they have occasioned by departing from their prin- 
ciples-— for I have long been satisfied, that but for their 
interference, we should have bad the restrictive clauses of 
the Bank Charter Act repealed in the session of Parliament 
immediately after the panic of 1847. 

LoBD OvEBSTOKB, in hls evidence before the L(»:ds' Com- 
mittee on the commercial distress g£ 1847, read the following 
letter, which had been addressed to him : — " I do not know 
whether you have any influence with her Majesty's Ministers, 
but if you have, let me implore you to entreat them to be 
firm in maintaining the Act — ^to be firm in resisting these ap- 
plications for relaxation. All the manufoctuirers in Lanea- 
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ihire are now struggling to resist the improperly high priee 
of the raw material of cotton, and in support of that effort all 
the operatives are starring themselTes by working short time* 
If any relaxation is given, they will be in a state of exaspera- 
tion at the improper interference of Government, by which 
the high price of the raw material will be supported, and 
manufacturing industry checked." 

Similar representations were made, and Parliamentary 
influence used with her Majesty's Ministers, to prevent a re- 
laxation of the law, by the Manchester Free Traders. 

The Lords' Committee reported '' that those restrictions 
(of the Act of 1844) materially aggravated the pressure, and 
produced the panic of October, 1847," and their Lordships 
" desired to see the Act amended as far as the restrictive 
clauses are concerned." 

The Commons' Committee, on the motion of Mr. Hume, 
** that the laws for regulating the issue of Bank notes, payable 
on demand (Acts of 1844-45,) aggravated the commercial dis- 
tress in the year 1847," divided — ^Ayes 11, Noes 13 — ^and as 
there were three prominent Free Trade members amongst the 
Noes, the motion was lost by their coalition with the origina* 
tors and supporters of the Bill. 

Had the Commons agreed with the Lords in calling for the 
repeal of the restrictive clauses of the Act, there cannot be a 
doubt that the law would have been amended accordingly : 
and that the Commons did not agree is clearly traceable to 
the influence of the Manchester Free Traders. The strike* 
ing contrast between the conduct of the towns of Manchester 
and Liverpool at this moment in reference to the Bank Char- 
ter Act — ^the one opposing it with telegraphic rapidity as 
leading to the nation's ruin, whilst the other supports it as a 
safeguard from national insolvency, — would lead a superficial 
observer to suppose that the opinions of the two parties on 
the working of the Act had been influenced by its bearing on 
the opposite interests of the two towns — of the buyers and 
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Hellers of cotton, — and not by its effect on the commerce of 
the country and the world. Something of this influence may 
possibly and unwittingly have been felt. It is not too much, 
however, now to say that the Act of 1 844 is condemned ge- 
nerally in public opinion, and Parliament will have to recon- 
isider the whole subject of the currency^ and it behoves all 
consistent Free Traders to rally their forces, and take care 
that our monetary laws are amended in conformity with Free 
Trade principles ; — ^laws so complex as to be almost incom- 
prehensible ; — ^laws, as contradictory in practice as unsound 
in principle, — ^which sanction the issue of one pound notes in 
Scotland and Ireland, and prohibit them in England, — which . 
make the Bank of England note a legal tender in England 
but not in Scotland or Ireland, and deprive it of its character 
of legal tender at the very moment when legal tender is most 
wanted, when the bank is exhausted of the gold legal tender ; 
— ^laws, which three years after they were completed^ had to 
be suspended, and which will in all probability have again to 
be suspended ** every five or six years," when, as the Gover- 
nor of the Bank anticipated, panics may fall due ; — ^laws 
which provide a continually diminishing amount of currency, 
for the wants of a constantly increasing trade and people ; — 
laws, in fact, which create panics instead of confidence. 

I would remind free traders of the memorial of the London 
Bankers previous to the passing of the Act of 1844, protesting 
against restricting the issues of the Bank to £14,000^000, 
and of the prayer of some of them to the Chancellor of the 
Exchequer during the panic of 1847, " Let us have notes ; 
charge ten or twelve per cent for them ; we don't care what 
the rate of interest is ; we don't mean, indeed, to take the 
notes, because we shall not want them, only tell us that we 
can get them, and this will at once restore confidence." 
Leave was given to issue more notes, called by you Fictitious 
Capital. The Act was suspended^ and the panic ended. I 
would call upon them no longer to subject this great com- 
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mercial nation from time to time to the tortuxe of the Bank 
screw^ only to be released when the currency doctors, with 
their chief, Lord Otbbstomx, consider it ** in the last ex* 
tremity," and can bear no more. 

I would call upon them, in the words of the Committee of 
the House of Lords, not to leave these cases (crises) when 
they do arriye to be dealt with by the irregular exercise of 
the mere authority of the Crown and its adyisers, " which to 
their Lordships appeared wholly inconsistent with that fixity 
and order which is or ought to be the object of all law to 
secure," but to endeavour to prevent panics by the enactment 
of a law rather than cure them by the infraction of a law. 

I would call upon all consistent free traders to stand by 
their flag, and not to lay down their arms till they have de* 
feated the most Anti-Free Trade Law that was ever passed^ 
and established in its place, free trade in a sound currency* 

I am. Sir, &c. 
The Grange, Burley, near Otley, 
Nov. 5th. 1855. 



ON THE BANK CHARTER ACT OF 1844. 



To the Editor of the " Manchester Examiner and Times." 

Sir, — In noticing in your impression of the 1 5th Novembert 
my letter of the 8th, you observe, " we must confess that we 
can neither understand what are his precise objections to 
Pebl's Bill, nor what is the remedy he would substitute for 
evils which are declaimed against but not defined," and fur- 
ther, " he is for a Free Trade Currency ; but what that 
is he does not vouchsafe to inform us — and we must earnestly 
beg of Mr. Staksfeld to show the world how it would be 
practically possible." 

I respond to the call by asking you to insert those portions 
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of my tract, herewith (entitled " ReasoiiB for the immediate 
re-consideration of the Act of 1844 ; and suggestions for snch 
aa amendment of the Act, as will allow of Free Trade in a 
eoand cnrreney")— necessary to remove your doubts and meet 
your wishes. 

I would desire your attention particularly to the names of 
^le members of the Lords' committee^ as they are not pub- 
lished with their most valuable report, on which my case 
ddefly rests, and it is necessary to know them in order fully to 
estimate its value. When you say " as far as hiunan means 
c»& guard against the effects of human folly or rashness, the 
Bank Charter Act has been ejfficacious in checking commercial 
Speculation," I would quote, in reply, this sentence from their 
report — " To those who anticipated that the Act would put a 
eheok on improvident speculation, the disappointment cannot 
be lessi if reliance is to be placed (as the committee are con- 
ildeht it may be) in the statement of the Governor of the Bank 
and other witnesses, that speculations were never carried to 
such an enormous extent as in 1846, and in the beginning of 
1847." It must be remembered, that in 1845, the year 
softer the passing of the Act, there was scrip afloat in the 
market for railway and other speculations, to the amount of 
^6500,000,000. Again you say, '' It has been alleged that 
the Bank Charter Act failed before the test of 1847, and 
Mft. StakspbIiI) asserts that Government was compelled 
td suspend its operation. No suspension ever took place : 
ihere was an outcry then, as now, against the Bill, but the 
Oove^ment refVised to authorise the Bank to extend its issues/' 
I am at a loss to reconcile this assertion with the letter of the 
Government of 26th October, 1847, wherein " they recom- 
mend to the Directors of the Batik of England, in the present 
emergency, to enlarge the amon&t of their discount and ad- 
vances upon approved securities," and " if this course should 
lead to any infringement of the existing law, "her Majesty's 
Government idll be prepared to propose to Parliament a bill 
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of indemnity." The Lords report further that *' the Governor 
of the Bank considered that when once the Goyemment letter 
was issued, he had authority to break through the Act/' and 
that Mr. Glyn observed " the letter of the Government stop- 
ped the crisis and abrogated the Act;'* and Mr, S. J. Lotd 
said, ** It was the knowledge on the part of the public that 
there was actually the power given to the Bank to advance 
any quantity of notes without limit, that produced the effect" 
(relief.) You cannot surely persist, after this evidence, in 
saying that the Government refused to authorise the Bank to 
extend its issues. You may, perhaps with greater correctness, 
assert, as many others have done, that no use was made of 
the power given to suspend the Act ; but even this is not 
quite clear, for, although no evidence to that efiect came out 
before the Lords' Committee, yet the following passage in the 
speech of the Chancellor of the Exchequer, who was at that time 
in constant communication with the Bank, would indicate that 
such power was actually used : — " As soon as the leytter of the 
25th October appeared, and the panic ceased, thousands and 
tens of thousands of pounds were taken from the hoards, some 
from boxes deposited with the bankers, although the parties 
would not leave the notes in their bankers' hands. Large 
parcels of notes were returned to the Bank of England, cut 
into halves, as they had been sent down into the country, and 
so small was the real demand for an additional quantity of 
notes, that the whole amount taken from the Bank, when the 
unlimited power of issue was given, was under £400,000. 
The restoration of confidence released notes from their hoards, 
and no more was wanted ; for the trifling quantity of additional 
notes was hardly worth notice." It is, however, of great im- 
portance, if by the word " additional** is meant a quantity be- 
yond the amount of £14,000,000 limited by the law, as proving 
that the Act was practically as well as virtually suspended. 

I quite agree with you that "to substitute in any pro- 
portion fictitious [by which I understand depreciated] for a 
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real currency, is to revolutionise all contracts ;" but the same 
mischief occurs if the currency be appreciated from its dimi- 
nution in quantity by a drain of gold. I have heard it esti- 
mated that the depreciation of property at the present crisis, 
owing to the abstraction of J£6,000,000 of gold from the cof- 
fers of the Bank, exceeds £140,000,000. This h^ taken 
place under the Bank Charter Act, which you defend, and it 
is for you to show that such convulsions are necessary, which 
I deny. 

Our terms of " real currency" and " sound currency" may 
be considered as synonymous, meaning coin and such pro- 
missary notes payable on demand as are, both in &ct and in 
public belief, convertible into gold. You would restrict the 
issue of such a currency. I advocate free trade in it, adopting 
as a motto, ** Take care of the quality (securing the converti- 
bility of the note into gold ;) let the quantity take care of 
itself." 

Thus far, Sir, I have regarded and have replied to you as 
an antagonist, as a supporter of the monopoly of the Bank 
of England, as a defender of the restrictions on the cur- 
rency, and consequentiy on trade, imposed by the Bank 
Charter Act of 1844 ; but there is a sentence towards the 
conclusion of your remarks in which you appear in a different 
character, and which warrants me in claiming you, which I 
do with pleasure, as an ally in the cause of Free Trade in a 
sound currency. Thus you say, *' there could be no objection, 
that you are aware of, to any man or every man issuing as 
many promises to pay as he could get into circulation, if their 
convertibility could be placed beyond possibility of failure." 
This is the very principle for which I am contending, for an 
unrestricted issue of promissory notes payable on demand, 
convertible both in fact and public belief into gold, in con- 
formity with the principle laid down by J. S. Mill. If the 
basis on which the editor of the Economist proposed a plan 
for a safe currency be not satisfactory to you, which was 



Digitized by 



Google 



44 



to depont Iwo-thiidi of Urn tmomai iitaad in OofemmeBt 
stocks, hddiag oiio*thiid in gold or Bank of fin^^d notes ; 
thoB infeim the public irkti proportion of ciodit to coin jou 
would oonrider aafe. 

My TiewB may be oondensed into m few woida. I would 
aUow the Bank of England and all axiating banka of issne (to 
whom length of time has giren the reqoiaite title to confi- 
dence,) to increase their issues, and any other person or 
persons to make fresh issues of promissory notes payable on 
demand, of £$ and upwards, on depositing two<»thirds of 
the amount in OoTemment stocks in a general issue depart* 
ment, and certifying weekly under penalties, that they hold 
one-third of the amount in gold or Bank of England notest 
reserring to the Bank of England for it national consideration, 
the right to substitute one pound notes in England for sove- 
reigns, on depositing one-third as a gnantnteee for the oen- 
yertibility of the notes, as a means of enlarging our metallic 
basis, and preventing the constant fluctuations incident to the 
ebb and flow of gold. 

I am, Sir, &c. 
The Grange, Barley, near Otiey, 

Sdrd November, 1855. 



THE BANK CHARTER ACT OF 1844, 



To the Editor of the " Examiner and Times" 

Sir,— I perceive, with pleasure, from your rejoinder of the 
29th November, that our ground of difference is, as you say, 
becoming nanrower. I gather from it that you defend the 
restrictions of the Act of 1^44, solely on the ground that they 
are necessary to secure the convertibility of the note--*the 
principal object of the Act; and that if this can be equally 
attained without the restrictions, by the pli^ proposed, I shall 
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find yery little opposition firam wf aeetion of tbe practical 
supporters of the Act of 1844 to its adoption. 

I will endeavottTt in the first place, to satisfy yoa, fieom the 
report of the Lords' committee, and the evidence giren before 
them, that FeeFs bill, instead of securing, endttgers &e con- 
yertibility of the note, producing the opposite e&ct to what 
was intended. Their Lordships say : ''If the committee 
considered the Act of 1844 — which they desire to see amend- 
ed, so fya as its restrictive clauses are concerned— was ess^otial 
to the practical convertibility of the bank note, they would 
hesitate in recommending any change. But it should never 
be forgotten that the liability of tiie bank consists in its de-^ 
posits, as well as in its promissory notes. The legal obfigatiOB 
to discharge both is the same ; tibe fiulure of either would be 
equally fatal.|' 

** The protection given by the Act of 1844 is mainly given to 
1^ bank notes, and in some degree at the risk of the deposits. 
This appears undeniable in comparing the reserve, in the third 
week of October, with the amount of private deposits. Had 
any unfortunate circumstance interfered with the power of 
•meeting tibe latter engagements, or had not the treasury letter 
been written, there seems little doubt of the &tal consequen- 
ces which must have ensued. Had it been impossible to pay 
the deposits, a discredit of the bank note must have been the 
consequence. Nor can it be rationaUy questioned but that 
such a misfortune might have exposed to fish the convertiiHUty 
of the hank note*** In short, they say, that had not the Act 
been suspended by the treasury letter, the convertibility of 
the note might hare been exposed to risk. Mr. Samuel Gur- 
ney, the first bill broker in London, having more experience 
in the money market, perhaps, than any other individual, is 
asked, '' Do not you think that the securing the converti- 
bility of tile bank note is an object paramount to all other 
considerations ?" " I think it is of very high consideration ; 
I should deeply lament to see it endangered, but it is my 
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jadgment that it is more endangered by this extreme restric- 
tion than protected.'* 

These quotations being sufficient I trust to conyince you 
that Peel's bill endangers rather than secures the conyertibility 
of the note, the first step towards the amendment of our mo- 
netary system is obyiously to remove the restrictions — ^to 
revert at least to the state of the law previous to the passing 
of the Act of 1844 ; and in so doing we are authorised by the 
opinion and authority of Mr. J. Horsley Palmer, who had 
been twice governor and thirty-seven years director of the 
Bank of England, and " felt his objection to the Act to be so 
considerable, that if it were possible he would get rid of it 
altogether, and leave the matter as it stood before the Act was 
enacted." How did the matter then stand ? Unrestricted 
issues, without security, were permitted to the Bank of Eng- 
land and provincial banks, reserving to the Bank of England 
the monoply of the circulation within sixty-five miles of Lon- 
don — a law approximating much nearer to Free Trade prin- 
ciples than the present law, but still sanctioning monoply. 

The amendment I propose is to remove the monoply and 
all restrictions, and by allowing existing banks of issue to in-, 
crease their issues, and any person to make fresh issues on 
giving secmrity, to render the currency perfectly sound and 
free. If it should be objected that the requiring security is 
in opposition to free trade principles, I answer, we endeavour 
to protect the public by law from adulterated food, and for 
the same reason we should guard them against a dubious 
currency. 

- Still, a further step is necessary in the amendment of our 
monetary system. The advocates for convertibility are met 
with much truth by their opponents when they say, your 
monetary system, being based upon gold alone, has too narrow 
a foundation for the immense superstructure of credit it has 
to sustain ; it is founded upon a stone, and not upon a rock ; 
tottering constantly, instead of standing firm and immovable. 
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This objection may be met by widening the basis, — ^by com- 
pelling the Bank of England, as Mr. Tooke recommended, to 
keep a much larger stock of bullion ; and although this would 
be attended by a corresponding abstraction of the productive 
capital of the country, yet the loss thereby would be as no- 
thing compared with the ruinous sacrifices entailed by the 
present arrangement. 

There is, however, another mode of widening the basis, 
which would be a source of profit instead of loss to the nation 
— the substitution of one pound notes for sovereigns. It so 
happens, .and. fortunately for the purpose of regulating the 
currency, that although one pound notes are used in Scotland 
and Ireland, there are none in England. By empowering the 
Bank of England to issue them as substitutes for sovereigns, 
whenever the bank minimum rate of discount shall exceed 
five per cent, (depositing Government stock for two-thirds, 
and holding gold for the remaining one-third of the amount 
of such itf ues, as a guarantee for the convertibility of the 
notes,) and on paying interest at the rate of four per cent, to 
the exchequer for the benefit of the state, on the two-thirds 
of which they would have the beneficial use, our basis of gold 
would be widened to the extent of at least £20,000,000, to 
three times the amount at present held by the bank. It is 
hardly within the range of possibility that such a combination 
of circumstances could occur as to drain the country of this 
amount^ for gold will find its level so long as the principle of 
buying . in the cheapest market operates in human nature ; 
but still, so dreadfiil would be the consequences of exposing 
the country to the mere apprehension of being left without 
any legal tender for its wholesale trade (to which it is subject 
under the present law,) that provision ought to be made for 
a temporary inconvertible substitute — maintaining convertibi- 
lity as the rule, but admitting an exception as a safety valve. 
It may be well here to remind you of the remark of Dr. Adam 
Smith, that ** the circulation of every country may be consider- 
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od as diTidod into two diffuent branches ; the eirculation of 
the dealers with one another (wholesale trade,) and the dr«- 
cnlation between the dealers and consomers (retail trade ;) 
though the same pieces of money, whether paper or metal* 
may be employed sometimes in the one circulation, sometimes 
in the other; yet as both are constantly going on at the same 
time, each requires a certain stock of money of one kind or 
another to carry it on." It is erident that this retail branch 
at least, which is exclusively a home trade, may be carried on 
as well with notes as with sovereigns, and it is from the stock 
oi gold absorbed by it that I propose to borrow from time 
to time, by substituting notes, and thus adjust the currency 
independentiy of the influx and efflux of bullion. 

Tou are under a mistake in supposing that my plan would 
compel the Bank of England to issue bank notes to any man 
depositing the requisite amount of Oovemment stock and 
gold. This, unless the Bank had the benefit of the interest 
upon the notes, would be to place the Bank in thotf ame ridi- 
culous position in which they are now placed by the Act of 
1844, which permits them to fill up the vacancy arising firom 
country banks having ceased to issue, — allowing them to issue 
more promises to pay gold, when gold is being drained 
from them,—- to run the risk while the profit is to go to the 
Government. On tiie other hand, were the Bank to have the 
benefit of the interest, they would be glad to getr— while the 
capitalist would be sorry to give them*--such a business. 

My plan allows any person to issue his own notes, on de* 
positing two*thirds of the amount in government stocks in a 
general issue department, and certifying weekly, under penal-^ 
ties, that he holds one«third of the amount in gold, or Bank 
of England notes. 

Tou call for fbrther explanation of my meaning of free trade 
in a sound currency, in opposition to what I call a restricted 
currency ; for, as you say, in point of fact, any paper currency 
must be restricted that professes to be convertible**' True ; 
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but there are natural and unnatural jrestrictions. No man of 
property (and the issuer of such notes must be a man of pro- 
perty to be able to give the necessary security) would issue 
more promises to pay in gold than he felt confident he could 
fulfil — ^prudence and self-interest would restrain him ; these 
are natural restrictions. Again, the public would not retain 
more notes than they wanted — the loss of interest would pre- 
vent them, and naturally restrict the issue. A striking in- 
stance of this was given in evidence^ — that on one Whitsun- 
tide market, at Edinburgh (interest in Scotland is allowed on 
a single pound for a single day,) the banks were exhausted of 
all their notes by eleven o'clock, and had to send expresses to 
the neighbouring towns for further supplies, and yet by three 
o'clock the notes had all been returned. This natural res- 
triction meets your objection, that convertible guaranteed 
notes might be brought into circulation, to the amount of 
£100,000,000. If trade required them, why should they not 
be P and, if not required, they could not be. It is against 
the unnatural restrictions of the Act of 1844 that 1 protest, 
which says to the- man of property, you shall not be a judge 
of the quantity which it is safe for you to issue ; and to the 
public, you shall not decide how much is necessary for your 
wants. 

You speak of the plan involving two standards, one of gold 
and the other of Government securities. This is manifestly a 
miscomprehension of its operation, for the note being conver- 
tible into gold on demand, gold alone must be the standard ; 
and the Government stock, along with the other property of 
tke issuer, is merely security that, if his promise to pay can- 
not be fulfilled, there are assets enough to pay twenty shillings 
in the pound to the holder of the same. 

You surprise me when you say, " Currency has nothing to 
do with credit.'' Are not Bank of England notes the best 
part of our currency, and what are they but a form of credit ? 
Intrinsic value they have none ; and their value in use would 
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be no greater Aan a piece of rag of the same aise, were it not 
for the credit attached to it, that the iasuers would be able to 
fiilfil their promise to pay. You speak of our currency beings 
the most stable in Europe ; but how do you reconcile this with 
the fact that the Bank of France (according to the evidence 
of Lord Ashburton) has uniformly since its foundation^ with 
the exception of the present year, maintained its rate of in- 
terest between 4 and 5 per cent., whikt the Bank of England 
filtered its rate in one year alone (1847) thirteen times Taxying 
fSfom 3 to 10 per cent. Should I not have answered your ob- 
jections satisfiictorily, as regards the perfect convertibility of 
notes guaranteed by Government stock, I would remind you 
that the plan for a secure and economical currency proposed 
by the editor of the Economist has this identical foundation, 
and to his unanswerable articles on the subject, republished in 
a volume entitled '* Capital, Currency, and Banking," I beg 
to refer you. 

In conclusion, having shown that the Bank Charter Act of 
1844 has failed to secure the very objects for which it was 
enacted — endangering rather than securing the convertibility 
of the note — creating panics instead of preventing them-— 
and| moreover, having monopoly for its pervading principle ; 
having also shown that the plan proposed will render the con- 
vertibility of the note quite secure, will prevent panics, and is 
based on the principle of free trade, I appeal to the free 
traders of Manchester to sustain their reputation by opposing 
the Act of 1844 and advocating free trade in a sound currency. 

I am. Sir, &c. 
The Grange, Hurley, near Otley, 
Dec. 6th, 1855. 
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To the Editors of the ''Leeds Mercury,'* 

Gentlemen, — I shall be glad if you can find room for the 
following remarks on the paramount question of the day. 

I am, Sir, &c. 
The Grange, Burley, near Otley,. Nov, 18, 1856. 



ON THE PROMINENT CAUSES OF THE PRESENT 
GENERAL MONETARY PRESSURE, AND THE 
CERTAIN MEANS OF MITIGATING THEIR IN- 
JURIOUS EFFECTS ON OUR OWN MONEt" 
MARKET. 

♦ 

The fundamental cause is palpably 'the vast increase d 
gold — the supplemental causes are the speculations on the 
Continent, especially in France, concurrently with lavish 
governmental expenditure, bad harvests, and failing silk 
crops, following an expensive war« These foreign causes of 
monetary depression reach us (though our coimtry was never 
in a sounder commercial position,) and their efiect is aggra- 
vated by our own unsound and restrictive monetary laws. 

Let us trace the action of the gold discoveries — ^the funda- 
mental cause leading so unexpectedly to the drain of gold. 
Ten millions a year come alone from Australia, acting on our 
markets just the same as if a customer with that sum had 
arrived to buy goods. Industry and production are stimula- 
ted—food and raw materials advance in price — the power of 
the operatives and of all classes to consume tea, sugar, and 
other produce of India and China, is increased, leading to a 
greater import from those countries and turning the balance 
of trade so much the more against us. I call particular 
attention to this greater consumption of Eastern produce as 
necessary to explain the monetary derangement now prevalent 
in the world. 
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India and China will only take silver in payment of the 
balance due to them ; both empires have a silver standard, 
and gold from its greater supply having fallen relatively 
to silver, India dare not pay her troops in a depreciated 
currency, and China, being in a state of rebellion, prefers 
silver to goods, as more easily concealed. The balance 
will probably be, in round numbers, from £15,000,000 to 
£QO,000,000 a year due from the West to the East, as we 
must take into account the amount paid through London for 
the United States and other countries. Gold we have, but it 
is silver we want, and we can only obtain it by forcing coun- 
tries possessing silver currencies to convert them into gold. 
This transmutation has been going on and continues, and was 
predicted three years ago in a letter I published, and address- 
ed to Mr. Gladstone^ of which I append an extract 

The countries with silver currencies cannot help themselves, 
— they find they are carried along by a current which they 
cannot resist — a higher price in the East will draw it from 
the West, make what laws they will ; and so long as the 
convertibility of their silver currency into gold continues, 
and until completed, or the East can be tempted to take more 
goods from the West, the drain will absorb not only our 
Australian supplies, but press on our own reserves of gold ; 
and as the rate of discount depends mainly on the amount of 
the Bank reserve, the commercial community must look 
rather to an increase than a diminution of pressure in the 
money market, unless our restrictive laws be repealed. And, 
let them never forget that in drawing from our own gold 
reserves we are contracting our circulating medium, depreci- 
ating prices, disturbing every pecuniary engagement, and 
draining the life blood of the commercial community upon 
which their existence depends. Can nothing be done by our 
Legislators to mitigate these baneful effects upon our money 
market ? Yes ; let them undo what they have done ; remove 
the restrictions on the circulating medium imposed by 
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the Bank Charter Act of 1844. Let them not chain the 
commerce of this country to the amount of circulating medium 
that might perhaps suffice for the trade of 1844, but is totally 
inadequate for that of 1856 when our foreign trade alone is near- 
ly trebled. Let them take care of the quality of the currency, 
maintaining the sound principle of convertibility into gold on 
demand, but leave the quantity to take care of itself ; let them 
not fetter currency whilst promoting free trade in commodities* 
Let them establish Free Trade in a Sound Currency by allow- 
ing the Bank of England and all existing banks of issue (to 
whom length of time has given the requisite title to confi- 
dence,) to increase their issues, and any other person or 
persons to make fresh issues of promissory notes, payable on 
demand, of £5 and upwards, on depositing two-thirds of the 
amount in Government stocks in a general issue department, 
and certifying weekly, under penalties, that they hold one- 
third of the amount in gold or Bank of England notes, to 
insure their convertibility, reserving to the Bank of England 
for a national consideration, and on certain conditions, the 
right to substitute one-pound notes in England for sovereigns 
as a means of enlarging our metallic basis, and preventing the 
constant fluctuations incident to the ebb and flow of go^d. 

We shall thus obtain a perfectly safe circulating medium at 
a natural and moderate rate of interest, adjusting itself in 
quantity to the requirements of the country ; and setting at 
liberty twenty millions of sovereigns employed in the retail 
branch of business, by the substitution of one-pound notes 
equally as serviceable. The domestic pressure for money 
arises from the want of currency and legal tender, not of capi- 
tal. In exporting gold, we do not lose capital — no one gives 
H away — ^we only exchange it for capital in some other shape. 
But we do lose our currency and the best part of it — the metal 
on which our paper currency is based — the sole ultimate legal 
tender, for when the Bank of England cease to pay their notes 
in gold, the notes cease to be a legal tender. 
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The power of the Bank of England to pay in gold at iti 
head o£9ce and branches is, by the return of 1st NoTemberi 
rednced to £3,534,922. What a position for the first com* 
mercial country in the world ! on the verge of being without 
any legal tender at all, excepting the gold in the Issue 
Department, and the sovereigns in the hands of joint stock 
and private banks, and of individuals which are necessary for 
the retail trade. Better would it be for the coounercial 
community to demand gold at once for the notes they hdd, 
and thereby compel the suspension of the act of 1844, when 
(as was the case in 1847) the monetary pressure would 
instantly cease, rather than linger on in suffering for another 
year, until the slow process of legulation could remove the 
evil. The circumstances of the monetary pressure in 1847 
were, no doubt, materially different from those now in opera- 
tion. In 1847 the pressure arose from home speculations 
and an internal drain of gold, and the panic from an appre- 
hension of a deficiency of the legal tender. In 1856 the 
pressure arises from foreign causes, and an external drain of 
gold, leading naturally, should it continue, to the same 
apprehension which produced the panic in 1847. To remove 
the apprehension and restore confidence then, the remedy was 
more legal tender in the form of bank notes, which the sus- 
pension of the Act of 1844 gave ; noWy the remedy will be 
more bank notes and gold to supply the vacuum in the cur* 
rency which the external drain has created. The former we 
shall get by removing the restrictions of the Act of 1844, and 
the latter by setting at liberty and enabling the Bank to employ 
in the Banking Department the gold locked up in the Issue 
Department, by that Act, amounting as per return of 1st 
November, to £6,061,405, and by the substitution of one 
pound notes for sovereigns, which would at the least yield 
£20,000,000, and moreover, a revenue to the Government of 
£800,000, by charging the Bank of England four per cent, 
for the use of the notes. 
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Capital there is plenty in the country, evidenced by &e 
price of the funds and other interest bearing securities, in 
spite of the extraordinary monetary pressure ; but of currency 
Uiere is a deficiency, and our legal tender is being drained 
from us rapidly ; no power can prevent this, for if a dollar 
(to quote the Economist) may be bought here at the rate of 
4s. dd, or 48. 3d., which, with expenses to China, may cost 
4s. 6d», can purchase bills drawn there on England, at the 
rate of 5s. each, yielding a profit of 10 per cent, no efforts 
to stop such a traffic can avail or should avail. The currency 
and legal tender must and will go, and the natural remedy for 
us to adopt is to extend our paper circulation on perfectly 
sound and safe principles, and by the substitution of one- 
pound notes for sovereigns. The gold thereby set free, with 
the supplies from Australia and California, wOl, after being 
exchanged for silver, enable the West to pay the balance due 
to the East for some years to come, and allow time for the 
currencies throughout the World to re«adjus tthemselves with-i 
out any violent disturbance of our own money market. 

The apathy of the mercantile community on the subject of 
the currency is marvellous, and nothing but severe monetary 
pressure approaching to a panic, will open their eyes to the 
absurdity and injustice of our system. Have they forgotten 
tihat the Committee of the House of Lords, on the Commercial 
Distress of 1847, reported '*That the restriction of the Act 
of 1844, produced the panic " of that year ? Is not the extra 
rate of interest which they are now paying going from their 
pockets into those of the capitalists ? the head of which class 
was the author of the Act of 1 844. Are they not all convinced 
of the advantages of free trade, and yet are quietly submitting 
to the restriction and monopoly of that which enables them to 
carry on their trade ? Arguments have £u]ed, and may still 
fail, to awaken and arouse their attention, but events are 
rolling on, which, resistless as the ocean's tide, will sweep 
away all legal obstructions to natural laws. The knell of the 
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Act of 1844 18 tolling, and in all probability it may again have 
to be suspended, as in 1847, before the meeting of Parlia- 
ment. The Qiancellor of the Ezcheqner has told the House 
of Commons that the GoTemment will grant a Committee on 
the Act of 1844, if the House desires it Mr. Tite has given 
notice that he will move for a Committee next session. Let 
the Chambers of Commerce then bestir themselves to support 
the motion, and let electors assist by making the voting for a 
Committee a hustings question. 

One further remark. When the transmutations have been 
completed, and the currency in each country is full, then 
gold, like all other commodities, will flow to the dearest 
market, and the price here being fixed at £3 ITs. 9d. an 
ounce, whilst left free in other countries to find its natural 
price, this will be the dearest market. The natural conse- 
quence will be that this country wQl be inundated with gold, 
and prices of all other commodities will greatly rise. To avoid 
these violent and extreme variations in price, always to be de- 
precated, the standard should be altered when Parliament 
again legislates on the subject, from gold at a fixed price, to 
gold at its market price ; thus enabling prices to adjust them- 
selves naturally and gradually. 

Extract of a letter addressed, on the 1 0th October, 1853, 
to the Right Hon. W. E. Gladstone, M.P., Chancellor of the 
Exchequer, &c. &c., on the necessity of an immediate relax- 
ation of the Currency Act of 1844 : — 

" We have had drains of gold before, but none proceeding 
from so durable a cause as the one now in operation. A 
change has taken place in the relative value of gold and sil- 
ver ; the latter has risen from 3 to 4 per cent, and, as in 
countries having a double standard, debtors can pay either in 
silver or gold, they naturally prefer the cheaper medium, 
gold, and are consequently converting their silver currency 
(of which France has to the amount of £120,000,000,) into 
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gold currency. The run on the French Mint is such, that it 
will not undertake to return the gold sent in for coinage un* 
der seventy-one days. 

" It is of great importance to ascertain whether the altera- 
tion in the relative value of gold and silver arises from an 
unusual demand from China for silver, raising its price, (in 
which case the drain may only be temporary,) or from the 
greater production of gold compared to that of silver. If the 
fbrmer, still the temporary cause has lasted long enough to 
derange our monetary system, and to throw the country, 
never before in so prosperous and sound a condition, into a 
state of monetary pressure ; and how soon the temporary 
cause will cease, no one can tell. If it proceeds from the 
latter cause, from the greater production of gold compared to 
that of silver, then, paradoxical as it may appear, the larger 
tiie quantity that is imported from Australia and California, 
the greater will be the drain on this country, with occasional 
lulls f!rom the disengaged silver coin being thrown upon the 
market, for so much the more will silver rise, and countries 
possessing double standards will hasten to convert their silver 
into a gold currency. 

^' Strange and unexpected result, that the great influx of 
gold, which was to fill the coffers of the Bank and lower the 
rate of interest, should produce the very opposite effect, viz., 
drain the Bank of its gold and raise the rate of interest, and 
thereby upset the calculations of every man in the country, 
and foremost of all, your own admirable financial scheme!" 



To the Editors of the '' Leeds Mercury." 

Gentlemen, — Having to reply to an article in the Manches- 
ter Guardian, expressing nearly the same sentiments which 
Kappa entertains on my currency views, I beg your insertion 
of my letter to them as an answer to both. 
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With the statistics in Kappa's last letter and with hia abk 
reasonings on sound economic principles, I cannot find firalt, 
as they strengthen my case. It is in the conclusions drawn 
from them that we differ. He shows by his statistics a vast 
importation of gold, and yet the Bank Reserve (which is yir- 
tually a gold reserve, with the exception of a little silver, as 
the notes are convertible into gold at the issue department) 
has diminished more than £5000,000 in the year 1856. 

We differ as to whether this is a diminution of currency or 
capital, and whether it proceeds from the speculation abroad 
having abstracted British capital, or, from the disturbances in 
the currencies of the world, arising from the gold discoveries 
having pressed on our own reserves of gold, and of course on 
our curtrency. I refer to my letter to the Manchester Guar- 
dian for the vindication of my own views. I cannot agree 
with Kappa that we are under the operation of natural laws. 
The restrictions of the Act of 1844 are in direct opposition 
to the free course which nature claims as her prerogative. 
Neither am I apprehensive, but rather wishful that the Act 
should be again suspended before the meeting of Parliament, 
believing conscientiously that a more baneful law to the com- 
merce of the country was never passed. 

I am, Sir, &c. 
The Grange, Burley, near Otley, 

December 18th, 1866. 



lb the Editors of the " Manchester Guardian.'* 

Gentlemen, — I have only recently been aware of your rather 
severe comments on my currency views in your impression of 
the 4th instant, and rely on your sense of justice to allow me 
an opportunity, in your columns, of refuting the imputations 
of ignorance, delusion, and absurdity. 

You designate my remedy as " The old nostrum, plenty of 
paper money, including, of course, a good allowance of one- 
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pound notes/* No one, I think, ^ill dispute that an adequate 
supply of a sound circulating medium is a necessity for a 
commercial country. The time is gone by when the com- 
merce of any civilised country can be carried on by coin alone. 
All admit a mixed currency of coin and paper to be necessary, 
and the question for us to consider in this country is, whether 
with the enormous increase of trade arising from the develop* 
ment and more general adoption of free trade principles, the 
greater rapidity of communication at home and abroad by rail- 
roads and steamers, and from the gold discoveries, we have a 
sufficiency of circulating medium, under the restriction of the 
Act of 1844. The legislature has apparently, without being 
aware of it, eased the working of that Act considerably by 
the reduction of the stamp duties, and permitting cheques 
payable to order from the lowest to the highest amount, to be 
issued on a penny stamp. This has added very materially to 
our circulating medium. In the progress of conunerce we 
have been led to adopt two forms or classes of money. 

Coin money, possessing intrinsic value, and credit money, 
comprising bank notes payable on demand and all other paper 
promises to pay money (virtually gold,) such as cheques^ bills, 
&c., at their respective dates, having no intrinsic value, but 
circulating on the credit of the drawers, indorsers, and ac- 
ceptors. Of these two classes of money, coin, cheques, and 
bank notes, constitute what is understood as cash, and anoma- 
lous as it is, the law admits the unlimited issue of bills, and 
even accommodation paper, but restricts the use of bank 
notes — limits the power of paying in cash. 

To remove this unwise and unnatural restriction, I have 
long advocated free trade in a sound currency, or in other 
words, the free issue of safe bank notes. I am supported in 
this view, and in the issue of one-pound notes by the highest 
authority of the day on political economy, J. Stewart Mill, who 
lays it down as a principle " that the substitution of paper for 
the precious metals should always be carried as far as is con- 
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being retained than is necessary to maintain both in &ct and 
in pnUic belief the conyertibilitj of the paper," and I am also 
supported by the Editor <tf the Eetmomut^ acknowledged as 
the soundest Journalist on finance, and who in an excellent 
article on credit, in his paper of 8th of November this year, 
declares that the want of small notes is " oae of the chief 
eauses of the present monetary derangements which extend 
over the whde commercial world," and that " one of the best 
remedies yet suggested for the disorder is the permitted use 
of small notes." Is it for Manchester to hurrah for free trade 
in commodities and oppose a free issue in cash to carry <mi 
that trade ? You say '' Wheneyer the rate of interest is high 
we are sure to have an abundant crop of schemes and propo^ 
sals for reducing that rate," and yeiy naturally so, for it is 
only when the Bank screw presses that public attention can 
be roused to consider the subject, and be led to see that the 
greater portion of the extra rate can be traced to the restric- 
tions of the law. Prior to the Act of 1 844 when issues were 
unrestricted, and for 140 years (see the report of the iKods' 
committee) the Bank rate of discount was never above 5 per 
cent, or under 4 per cent., excepting for some months in 
1839, when it was raised to 6 per cent., — ^whilst subsequmatt 
to that Act and its restrictions, we have had forty-seven 
changes in the rate, oscillating between d and 10 per cent. 

Upon what does the rate of interest dep^id ? upon the de^ 
mand and supply of ci^ital you will say — true in the main, 
but this is not the sole cause $ there are many oircumstanoea 
which interfere with the operation of this law, and one espe- 
cial circumstance is — the constituting £14,475,000 of the 
debt due by Government to the Bank, into a legal tender 
currency. This cannot be considered as a supply of capital, 
and yet it affects the rate of discount most materially, if in- 
deed it does not govern it. The Bank rate of discount, said 
Mr. Morris, the governor of the Bank of England in 1847, 
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(In answer to question 403 by tiio Lords' committee,) is gaid- 
ed by the state of the reserve, his precise words were " the 
putting up or the lowering of the rate would be guided by 
the state of the reserrCi reference belQg also had to the rate 
of interest in the market." Now upon what does the state of 
the Bank reserve depend t Upon their unemployed loanable 
capital, and upon their unemployed notes in their hands* 
issued against Government securities ; in short, on the amount 
of legal tender in notes and coin at their disposal. The Bank 
rate does not always govern the general rate of discount, but 
under present circumstances it must be evident to all that it 
does. The solution then of the problem, of the cause of the 
high rate of discount, lies in the following chain of reasoning. 

The general rate of discount is at present dep^dent on the 
Bank rate ; the bank rate on the state of the Bank reserve ; 
the Bank reserve on the gold and silver and notes which the 
Bank has at its command ; in short on the legal tender, and 
as the gold is leaving the country, and the notes cannot be 
increased, the currency becomes deficient and the rate of 
discount inordinate. You take a different view, and ascribe 
the high rate of interest to the demand for capital having been 
greater than the supply, it is, you say, '* because the com- 
mercial world has eaten a large share of its monetary cake, 
and consequently can no longer possess it.'' This may be 
true on the Continent, and especially in iVance, where two 
successive bad harvests, a filing silk crop, inundaiions, specu- 
lations in foreign as well as in domestic railways and other 
undertakings, rivalling our own speculative mania in 1845, 
concurrently with an enormous war expenditure and lavish 
Government outlay, have created a loss of capital; but not so 
in this country, where, vrith the exception of the cost of the 
war, we have had every means for increasing our capital ; 
two successive good harvests, and a vast and profitable trade, 
which, though it absorbs capital, also makes it. 

There cannot be stronger evidence of the impolicy of our 
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restrictive currency laws than the contrast exhibited under 
these very different circumstances by the Banks of France and 
England ; the former being unrestricted in its issuesi has been 
able to combat with all these difficulties, with less stringency 
in its accommodation to the public than the Bank of England, 
clear of these difficulties, but restricted in its issues, the high- 
est rate of discount of the Bank of England having been 7 per 
cent.,-~more by 1 per cent than that of the Bank of France, 
which has never exceeded 6 per cent. 

To prove your position, that it is the loss of capital and not 
of currency that causes the high rate of interest, you must 
show an enormous diminution of capital in this country during 
the last few months ; for in June the Bank rate of discount 
was only 4i per cent, and in November 7 per cent What 
evidence is there of the loss of capital ? If we compare the 
present period with 1847, when the monetary pressure was 
about the same, how different is our position ? then, almost 
general bankruptcy ; now, hardly a failure ; then the 3 per 
cents, were at 79 ; now at 94.-— evidence sufficient of the 
deficiency of capital then, and of its abundance now. It is 
the large mass of capital in the country which enables it to 
struggle against the drain of its currency, which has been 
diminished several millions during the year. That some 
capital has been abstracted for investment abroad, F do not 
dispute, but not to such an extent, or at such a time as to 
affect materially the rate of interest, and account for the rate 
of discount having been raised from 4^ per cent, in June last 
to 7 per cent, in November, as it is not likely to have been 
sent away when a monetary explosion was anticipated in 
France, and as the Bank rate of discount was down at 3i per 
cent, in June, 1855, its abstraction previously to that period 
can have had no effect. 

Again, you say, " All paper money, of whatever description, 
so long as it retains any exchangeable value at all, is really 
payable in gold or silver, or any other commodity, at the 
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market price. French assignats, at a time when a note of 
one thousand francs would not have paid for a breakfast^ 
could have been exchanged at the market price for a Louis d'or.*' 
Are you not here confounding the market price of the assignats 
with that of gold ? Assignats were hardly convertible into 
gold at any price, whilst gold was conrertible at a higher rate 
of exchange than ever. 

You remark ** An unrestricted issue of paper money does 
not bring about a low rate of interest in the United States, 
and what good reason hare we for supposing that it would 
have a different result here ?" I am not contending for a 
low rate, but for a natural rate of interest, and adduce the 
fact of the removal of the restriction on issues by the Govern- 
ment letter in the panic of 1847, having lowered the unnatural 
rate then, as the reason for expecting a similar result now. 
The fact that an unrestricted issue of paper money in the 
United States does not bring about a low rate of interest there, 
tells in favour of my views in removing any apprehension that 
might exist that money would become too cheap by a free 
issue of notes. The supply of capital in a new country 
like the United States, with its unexhaustible field of employ- 
ment, and consequent great demand for capital is very 
different from that of an old country, such as Great Britain, 
with its immense accumulation of capital, and fully accounts 
for the rate of interest in the United States being generally 
double to what is here. 

Yon bid me " to look around among the bankers, mer- 
chants, and manufacturers of my own acquaintance, and ask 
myself what proportion of them participate in my views." 
The majority of bankers with whom I have conversed on the 
subject, and from what I hear, the majority of them through- 
out the empire are decidedly opposed to the restrictions on 
issues. This may not be the case in Lancashire, where bank- 
ers not being accustomed to issue cannot speak from experience, 
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and moreoTer where some of them are too nearly eonneeted, 

and subject to Oyerstone inflnence. 

Your assertion that if gold should M on the Continent 

below our fixed price, there will be no danger of its flowing 

over heroi because it could only ultimately be paid ibr in gold, 

at a loss of 4H* ui ounce, is so extraordinary that I leaye it 

to the sense of your readers to pronounce upon its correctness. 

I am, Sir, Ac. 
The Grange, Bniley, near Otley, 

December 18th, 1856. 



THE BANK CHARTER- 



To the Editor of the ** Bankers* Circular.'* 

Sib, — The following letter to the Times in reply to their 
correspondent ** Mereatar" on the Bank Charter Act, not 
haying obtained insertion, I shall be glad if you can make 
room for it in your Journal. 

I am, Sir, &c. 
The Grange, Burley, near Otley, 
January 7th, 1855. 



To the Editor of " The Times.*' 

Sir,*— In your impression of the 1 4th December, you announce 
that ** under the name of ^Mbrcatob,'* a high financial 
authority, has token the trouble to stete a few simple truths 
cm the currency." 

The public are asking who ** Mercator '' can be, and many 
suppose, from the importance with which he is introduced, 
that he is the very banker who conceived, as Mr. Hume said, 
** diat he could regulate the amount of paper currency,"—- 
who, in fact, is the founder of our present monetary system. 
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If this supposition be correct, then does it behove eyery one, 
now that the battle of the currency is to be fought over again, 
to examine into the soundness of these " simple truths ** and 
be sure that they are not fallacies. 

Is it true '* that the trade and commerce of a country are 
carried on, not by its paper money or its circulation, but by 
means of its capital" ? Surely there is some confusion here 
between capital and currency. Originally, Commerce, which 
is based on the exchange of capital, in its various forms of 
commodities, was carried on by barter ; but now, in the more 
civilised state of society, it is fiicilitated by a medium of ex- 
change or currency. Let us look at the matter practically. 
At the clearing house, with the transactions of which ''Mercator" 
must be perfectly well acqauinted> thete are probably bills and 
cheques exchanged annually to the amount of £4,600,000,000 
without the aid of one &rihing of coin. These have promoted 
the exchange of commodities, or, in other words, carried on 
commerce and superseded barter to that amount. What are 
these bills and cheques — Capital or Currency ? 

Adam Smith says, " The great wheel of circulation is alto- 
gether different from the goods (capital) that are circulated by 
it;" and Mr. Huskisson, ** That paper currency is no part of 
the capital of the country ; it is so much circulating credit. 
Money alone is the universal equivalent ; paper currency is 
the representative of that money." If it be alleged, then, 
that these bills and cheques are representatives of capital^ grant- 
ed ; but a representative is not the thing itself, and in this sense 
is only another word for currency. I cannot, therefore, admit 
'' that the trade and commerce of a country are carried on, not 
by means of its paper money or circulation, but by means of 
its capital,'' is a '* simple truth," but maintain on the contrary, 
that it is a great fallacy. Commerce is carried on wUh Capi- 
tal, but by Currency. 

Again, " Mercator" says, '* The proper management of the 
circulation is made, by the Act of 1844, to depend upon the 



Digitized by 



Google 



66 

free and unfettered course of the community in regard to their 
trading operations ; if they bring in gold they increase the 
dreulation ; if they take out gold they diminish it, in this res- 
pect they are perfectly free agents ; neither law nor authority 
interferes with them ; and thus the regulation of the amount 
of the currency is strictly in the hands of the public. This in 
sound and legitimate free trade in currency,*' 

How so? Our currency is a mixed currency of coin and 
paper; it stands, as it were on two legs; and we might as 
well assert that the action of a man was free with one leg tied 
up, as call a system of currency free which restricts the amount 
d[ the paper issues. No! let the present issuers increase 
their issues of notes ctmrertible into gold on demand, of which 
there cannot be an over issue, and any persons make fresh 
issues on depositing two-thirds of Govemment Stocks in Bome 
General Department of Issue, and certify weekly, under penid^ 
lies, that they hold one-third of the amount in gold— or Bank 
of England notes, and then we shall enjoy a real free trade in 
a sound currency. In fact, before the Act of 1844, we had 
comparatively free trade in both coin and paper, and all that 
was wanted was to make the paper issues more surely conyer- 
tible into gold. 

Again, '*Mercator" says, *' That the present pressure is 
not confined to this country—- that it exists equally at Hamburgh 
— ^it exists at Paris— it affects the trading community of New 
York." True, the immense dnuns of capital for Ihe "War 
affect all the money markets of the world, but not equally so, 
and Ihe pressure of our market is aggravated by the restridionft 
on our paper issues. If the war is pressing equally on all money 
markets, how did it happen that in May last year the Bank of 
France reduced its rate of interest from 5 to 4 per cent., 
whilst the Bank of England at the same time raised its rate to 
5}^, and that at the present moment the action of the Bank of 
England is more stringent than the Bank of France ? We 
must look at home for the cause of this discrepancy. We are 
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using caj^tal for currencj^ wh^n coorvertibk paper would do 
as Weill we are absorbing la our retail trade al<Hie ^OfiOOfiOO 
of soyereignsi when one pound notes would be as efficacious. 

His allegations as to the excessive issues of paper money 
being the cause of the couYulsions in 1826 and 18B7» are dis- 
proved in last week's Ecofumist; and to its able editor, whom 
the coontrj does recognise as a great financial authority, and 
who promises further to expose the fidlacious principles on 
which the Act of 1844 is founded, I will leave the reputed 
author of that Act, " Mercatw." 

One rumour I should wish to mention that the Times may 

have the opportunity of refuting it if not correct — ^it is that 

*^ Mercator " is one of the proprietors of that Journal. In a 

matter of such vital importance to the welfare of the country 

as the currency, it would detract from the mighty influence of 

your Journal on that subject, were it supposed that its. views, 

instead of proceeding from the powerful intellects of its editors, 

were those of a proprietor defending a monetary system of 

bis own creation. 

I am. Sir, &c. 
The Grange, Burley, near Otley, 

Dec. 21st, 1855. 



"MERCATOR" ON THE BANK CHARTER ACT. 

♦ 

To the Editor of the ** Morning Post:* 
Sib,. — ^''Mercator" must surely have either forgotten that 
the evidence given before the committees of both Houses of 
Parliament appointed in 1847 to consider the working of the 
Act of 1844 had been printed and published, or have pre- 
sumed upon the public not having studied it, otherwise he 
would never have ventured to throw down the gauntlet, chal- 
lenging investigation into the merits of that Act and claiming 
credit for its promoters. More irresistible evidence was never 
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produced in emrdemnfttioii of an Act of ParUament, and Mia-* 
isten need no farther committeea to ahape their eoniae. Let 
me call your attention to a few of the prominent featnies of 
that eyidence ; and, first, what did Samuel Jonea Lojd, now 
Lord Orerstone, the originator of the Act, and suppoaed to be 
** Mercator '* himself, state the object and principle of the Act 
to be ? and then, testing these by fiicts and the opinions of 
others, see if they desenre the eulogium which " Mercator '* 
passes on them. He triumphantly asks, ** Has the operation 
of the Act been found to correspond with the anticipations of 
those who originally advocated the principles on which it was 
founded, and has it accomplished the results which they yen- 
tured to promise ? From such inquiries the friends of the 
Act of 1844 have no reason to shrink; the hopes they Ten- 
tured confidently to entertain have not been disappointed, the 
results they looked to have been ftdly accomplished, and the 
principles on which they relied have received ample confirma- 
tion." In answer to question 5208, by the Commons' com- 
mittee, Mr. Loyd said, ** The principle upon which the Act 
was passed was that of protecting ihe public non solum a 
calamitate sed etiam calamitatis metu.** Was the panic of 
1847 no calamity, when, as was stated by the governor of the 
Bank, 137 firms failed in August, September, and October, 
whose aggregate liabilities exceeded jg8,000,000 ? To what 
did Mr. Glyn attribute the panic ? ** The cause of the panic, 
in my opinion, was the restriction to J614,OOO,O0O (see Lords' 
question 1906 ;)" and what was the opinion of Mr. Samuel 
Grumey of the act? "that it tended to create, confirm, and 
increase panic, (see Commons' question 1280;)" and lastly, 
to what did the House of Lords attribute the panic ? *' To 
tiie restrictions of the Act of 1844, (se6 Lords' Report, 
XLIV.)" 

It may be said that the committee of the House of Com- 
mons did not coincide with the opinion of that of the House 
of Lords, and for this simple reason, as stated by the late Mr. 
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Joseph Hume in a letter to me» "that a compromise was 
made between Sir Robert Peel and Lord John Russelli by 
which Sir Robert Peel obtained^ in exchange for his support 
of Lord John Russell's Cabinet, their votes to leave the bills 
as they were ; '* and, consequently, '* that Lord John Russell, 
who had not attended the sittings of the committee or taken 
any part in the discussions, attended and gave his vote to Sir 
Robert Peel, by which no change was recommended." 

Again, Mr. Loyd said, in answer to question 1555 of the 
Lords'. committee — "The Act of 1844 was passed for the 
purpose of securing the convertibility of the notes without 
reference to banking operations ; that object it has effectually 
accomplished." Did the late Mr. Samuel Gumey, than whom 
no one was more competent from the extent of his monetary 
transactions to give a sound opinion, agree with this ? He is 
asl^ed by the Commons' committee (1630,) " What is your 
opinion of the effect of the Act of 1844 in securing the con- 
vertibility of the note ? — ^My apprehension is that it tends in a 
time of alarm to increase that alarm ; and that by so increas-^ 
ing that alarm it tends to increase the danger of the ultimate 
convertibility of the note.'* He states further, in answer to 
question 1165, by the Lords' committee, " It is my judgment 
that the act has failed in securing safety.". Further, the 
House of Lords report as follows : — " If the Committee con- 
sidered that the Act of 1844, which they desire to see amended, 
so &r as its restrictive clauses are concerned, was essential to 
the practical convertibility of the note, they would hesitate in 
reconunending any change. But it should never be forgotten 
that the liability of the Bank consists in its deposits as well as 
in its promissory notes. The legal obligation to discharge 
both is the same ; the failure of either would be equally fatal. 
The protection given by the Act of 1844 is mainly given to 
the bank notes, and in some degree at the risk of the deposits. 
This appears undeniable on comparing the reserve in the third 
WAAk in October with the amount of private deposits. Had 
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•Bjr unfiwtiinate cireamstanee interfered with the power of 
meeting the latter engagements, or had not the Treaaorj 
ktter been writtenp there aeema litde doobt of the fittal con- 
•eqnenoea which mnat haye enaued. Had it been impoesible 
to pa jr the depoeits, a discredit to the bank note must have 
been the consequence. Nor can it be rationally questioned 
but that such a misfortune might haye exposed to risk the 
convertibility of the bank notes.*' 

I would remind '* MercaAot" abo, of the memorial of the 
London bankers generally, jHrevious to the passing of the Act 
of 1844, piotesting against restricting the issues of the bank 
to iS 14,000,000, and of the prayer of some of them to the 
Chancellor of the Exchequer during the panic of 1847 — ''Let 
us have notes; charge 10 or 12 per cenL for them — ^we don't 
care what the rate c^ interest is — ^we don't mean, indeed, ta 
take the notes, because we shall not want them ; only tell us 
we can get them, and this wiU at once restore confidence " — 
and ask if such opinions and &cts confirm his eulogium on the 
Act <^ 1844? 

With yomr permission I wiU continue my remarks on 
"MercatcMT and the Bank Charter Act" in a subsequent 
letter, as eyery assertion that he has made in his letter to 
the Times is open to controyersy. 

I am, Sir, &c. 

The Grange, Burley, near Otley, 
Dec. 24, 1856. 



THE CURRENCY. 

4 

To the Editors of the " Leeds Mercury.** 

SiBS,*— I must again correct a mistake of your correspondent 
Kappa, in imputing to me the preposterous idea of proposing 
" a certain cure for monetary pressure." It is against laws 
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producing unnecessary monetary pressure and ini^feiing with 
ttie natural laws wliich regulate the demand and supply dT 
money that I protest, and for the evils of which I propose 
their repeal, as a remedy. The heading of my letter to you 
on which he comments, was ** On the prominent causes of 
the present general monetary pressure (an aggravation of 
which was tiie Act of 1844) and the certain means of mitiga- 
ting their effects on our own money market" 

My desire is not to have a mere paper war> hut to discuss 
calmly and dispassionately the merits of the Act of 1844, affect- 
ing so materially the vital interests of the country, and in liie 
hope that you might be so convinced of the impolicy of the 
Act, as to lend the aid of your influential pen in removing it 
from our statute book. The great difference between Kappa 
and myself lies in the very different perception we have of 
the magnitude of the effect of the gold discoveries, leading in 
my opinion to a revolution in the monetary world, and over« 
turning for a time all the ordinary rules by which men are 
guided. Money flows naturally to that country where the 
rate of interest is highest ; but, in defiance of this law, gold 
was taken from the Bank last Saturday, to the amount of 
£40,000, to be sent abroad, the rate of Interest being higher 
in London dian anywhere on the Continent. The compass by 
which merchants usually steer has been disturbed, liie needle 
does not point true, and the fundamental cause of the disturb- 
ance, I maintain to be llie gold discoveries. 

Let us take a cursory view of the momentous change that 
is occurring, and form, if we omi, some idea of its intensify. 
The mines of Australia and California jointly are increasing 
the supply of gold annually some £20,000,000, and the ba- 
lance of probabilities is fl&at this raid will continue. Should it 
last for twenty-flve years, then the stock of gold in Europe 
and America, estimated by Mr. Newmarch to have been 
Jg577,000,000 in 1848, will, with the Jgld0,000,000 since 
received, be more than doubled. What the effect on prices 
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will be it is impotaible to foresee. Adam Smith says '* the 
discoyery of the abimdant mines of America (prodnciiig only 
one-fifth of the amount receiyed from Australia and California) 
reduced in the sixteenth century the yalue of gold and silver 
in Europe to about one-third of what it had been before/* 
That the effect will be great there can be no doubt, but what 
it will be, no one can tell or guess. For the sake of argument, 
however, and to illustrate the revolution it would produce in 
all monetary transactions, I would suppose a depreciation to 
take place in the value of gold of twenty-five per cent, during 
the next twenty-five years. A person now having £100 a 
year will find at the end of twenty-five years that it has been 
practically reduced to J675. Consider the effect this change 
will make on all fixed incomes, on annuities derived firom the 
funds or settlements on estates, on mortgages or loans for long 
periods, on sales on long credit, on the salaries of ministers of 
religion and others not easily re-adjusted to the altered cir- 
cumstances, on life assurances, &c. It is truly staggering to 
contemplate. 

Will it be wise, then, to maintain our standard gold at a 
fixed price ? Will i^be possible to do so with gold twenty- 
five per cent, lower in foreign countries without making con- 
fusion worse confounded ? WUl it not be better to allow the 
adjustment of price with commodities to take place gradually ? 
Will it not be safer to slide gently down an inclmed plane of 
twenty-five feet than fall that' height ? 

We chose gold for our standard because of its superiority 
over silver in fixedness of value — that virtue it has now lost ; 
the two metals have changed places, and, as Michel Chevalier 
suggests, in his letter of 18lh November, to the Journal des 
DibatSf *' perhaps under these circumstances it may be proper 
for a country having a gold standard, as is the case with 
England^ to inquire whether it would not be desirable to 
adopt silver." 

The re-arrangement of our standard will have to be taken 
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Into consideration by Parliament Tlie carrying into q>era^ 
tion, as a standard, gold at its marltH price, will not be so 
difficult or ridionlons as Ka^^ imagines. In retail transac- 
tions onr gold coins would pass at their nominal ya]ue| as the 
weekly variation of perhaps a penny or hal^enny in a sove* 
r^ign would be regulated by the shopkeeper adjusting his 
prices accordingly: but in wholesale business, wh^re in a 
large transaction this variation might affect profits, the price 
of bullion would have to be weekly or half«>yearly (as has just 
been arranged in Qermany) published in the Gmzette. 

Kappa femarks, *' that such a state df things (the adjusting 
the relative prices of paper and specie weekly) can <Hdy esdst 
under a suspension of cash payments, and this is mainly what 
exists in Germany." I beg to say ika,t such is Uie custom in 
Prussia and several other German states, where there is no 
suspension of cash payments nor apprehension of it, and where 
paper money is generally at a premium, relatively to specie. 

I will not, however, be further diverted from die real object 

intended to be discussed — the policy or impolicy of the Bank 

Charter Act of 1844. Will Kappa dare to undertake its 

defence T That is the question. ^ 

I am, &c. 
The Grange, Burley, near Otley, 

1st January, 1867, 



To the Editors of the " Leeds Mercury:^ 

SiRs,-~I am sorry that Kappa would not accept the chal- 
lenge to discuss the policy of the Bank Charter Act of 1844, 
as it is <Hily through discussion in tibe press that public opinion 
can be roused to the subject, and its influence be brought to 
bear upon the Legislature. He prefers waiting Uie result of 
the investigation of the select Parliamentary ccnamittee that 
will probably be appointed. This would be postponing the 
consideration of the subject till after the mischief had been 
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done — ^hearing the evidence after conviction. The committed 
would report, Parliament would act on their recommendation^ 
and there would be an end to the expression of public opinion 
for another generation. This surely is not the way to obtain 
a reform of tbe law. Such was not the mode adopted for 
procuring a repeal of the Com laws. Neither is it necessary 
for Kappa to await the investigation of another committee on 
the subject. In 1847 committees of both Houses of Parliament 
were appointed for the express purpose of inquiring into the 
operation of the Act of 1844. The conmuttee of the Lords 
reported '' that the restrictions of the Act produced the panic 
of October, 1847," and ''they desired to see it amended so 
far as the restrictive clauses are concerned." The reason that 
the committee of the Commons did not agree with Uie Lords 
was the fact explained by Mr. Hume, that a compromise was 
made between Sir Robert Peel and Lord John Russell, by 
which *' Sir R. Peel obtained in exchange for his support of 
Lord John Russell's Cabinet, their votes to leave the Act as it 
was,'' and accordingly "Lord John Russell, who had not 
attended the sittings of the committee, or taken any part in 
the discussions, attended and gave his (casting) vote to Sir R. 
Peel, by which no change was recommended." 

The evidence given before those committees was most con- 
vincing and condemnatory of the Act of 1844, and I can only 
account for Kappa not agreeing with me in this opinion by 
supposing that he has not read it. The report of the Com- 
mittee of the Lords is invaluable beyond expression. Kappa 
admits that the Act is not the acm^ of perfection, but leaves 
the impression on your readers that he thinks there is some 
good, some virtue in it. In this I differ from him ioto ccelo^ 
for I hold with Mr. Tooke, the distinguished author of the 
" History of Prices," that it is " A total, unmitigated^ Whcont" 
pensaied, and in its consequences, a lamentable failure ;" and 
also with Mr. James Wilson, the editor of the Economist, and 
Secretary of the Treasury, who declares ** that the principles 
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oh which the Act is founded, are not only not true, but are in 
every instance nearly ^^e reverse of the truth.** 

Kappa says " a re-perusal of his letters will show that he 
has dealt with facts, with hard facts, which will not easily be 
controverted." I find none bearing on the Act of 1844, and 
his statistics of the importation of gold, which are correct, 
taken in conjunction with the diminution of the gold in the 
Bank coffers, during the last three weeks, verify my position, 
that notwithstanding our large importations of gold, our own 
reserves are being pressed upon. We have imported during 
that period gold to the amount of £1,500,000, and the Bank 
has lost^ including the drain for Ireland, £500,000. It is 
remarkable that the public are nervously anxious fdr more 
gold to keep the Bank of England going. Yet the owners of 
money will be rather less so when it occurs to them, that 
these extraordinary supplies tend actually to reduce the value 
of their money. 

The main difficulty attending the consideration of the Act 
of 1844, the^on* asinorum of the question, lies in the obscurity 
in which the terms capital and currency are involved. Sir 
R. Peel gave the reins to capital, and perhaps a little inju- 
diciously as regarded railways, but under the advice of the 
Overstone school, restricted currency, put the curb on the 
wrong steed. A bank note possesses the double character of 
capital aud currency. If the line of demarcation could be 
distinctly traced, and their respective action on prices be 
clearly comprehended, the impolicy of restricting that which 
acts simply as currency, as a circulating medium to facilitate 
barter, would be more evident. 

Postage stamps are a species of paper currency-^the revenue 
for the past year shows about 600,000,000 to have been neces- 
sary for the wants of the country. Suppose a law passed res- 
tricting the quantity to 500,000,000, the consequence would 
be that towards the end of the year, when people began to 
apprehend a scarcity, they would buy them up at a premium ; 
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the priee for their use would rise, and the leitrietioai would 
prove a nuisance. 

Let us consider the use of £S bank notes. It has been 
proved to demonstration that bank notes eonverttble into 
gold on demand cannot be kept in circulation longer than the 
public require them. Let any of your readers ask themselyea 
if they draw more notes from their bankers, and keep them by 
them, than they are likely to want Self-interest prompts the 
answer in the negative. Hie wants of the country then indi* 
cate the proper quantity, as in the ease of postage stands. 

Let a banker pay to a customer £100 in £6 bank notes, if 
the wants of the country require them as a drcnlaling medinu, 
they wiQ remain in circulation, If not, they will revert to the 
banker, who in taking ^m up wiO make an advance out of 
his capital. *^ Now, though as currency (says J. S. Mill) theae 
notes have no effect on prices, as loans (of capital) they haTe» 
I apprehend that bank notes, bills, or cheques, as such, do not 
act on prices «t all. The credit itself, not tiie torn and mode 
in which it is given, is the operating cause.'* A persim going 
into the market and buying goods upon credit for £1,000 
a^cts prices just as much as if he paid cash. It is the demand 
acting on the supply — ^the proportion of one to the other—- 
which decides ihe market price. 

It is this error of the Overstone school in confounding 
capital and currency that also prevails with the Manchester 
Free Traders, who suj^rt die Act of 1844, on the sup- 
position that by restricting currency, speculation in cotton is 
^checked. The speculation anses from tiie Bank of En^bnd 
advancing its notes as capital and not as curr^icy, and, in- 
oonsistei^y enough, the Act of 1844 imposes no restriction 
<m the bank issuing bank post bills at seven days' date, 
which act on i«kses as loans just the same as bank notes. 
Other notes, by the way, they have not in Lancashire, and 
therefore the specidation in cotton cannot be ascribed to the 
over-issue of provincial notes. 
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An analjsis of the denomination of the notes ksned by the 
Bank of England has been prepared by Mr, Newmarcb, who, 
in conjunction with Mr. Tooke, is about to publish a more 
elaborate work on the whole subject,) showing that from 
June, 1849| to June, 1853, the issue of noies of the denomi- 
nation of J61, 000 had increased £1,694,000, eyidently repre- 
senting loans of capital, and not of currency, for the simple 
purpose of facilitating barter, and leads Mr. Newmarch to this 
conclusion, that *' whatever e^cts have been produced in 
raising wages and prices, and in extending and increasing 
trade, have been accomplished by means of reductions in the 
rate of discount and interest, and by adyances of capital, and 
not in any way hy the medium of circulation,** 

I shall be glad if ** Kappa" will continue the discussion, 
and point out the advantages which he considers the Act of 
1844 to possess ; it is seldom I can find any one willing to 
enter upon the question. The majority of merchants and 
Members of Parliament with whom I have conversed shrug 
their shoulders and say it is a difficult subject, and seem to 
consider it a bore. The subject no doubt is a dry one ; but 
in what way can you excite attention to it but through dis- 
cussion in the papers ? it is not suitable for public meetings. 

Merchants in business are too much engaged in making money 
to give the requisite attention to the science and laws of money. 
Hiey have neither leisure nor inclination to study the Blue 
Books, volumes, and pamphlets that have been written thereon. 
It is owing to the accidental circumstance of my residing 
abroad for my health in 1848, that I read the Blue Books 
containing the evidence before the Parliamentary Committees 
of 1847, and was led to publish a pamphlet exposing the im- 
policy of the Act, and ever since, when an opportunity offered. 
I have endeavoured to awaken attention to it through the 
press, but in vain. Events, however, are now telling, and 
facts are stubborn things. Magna est Veritas et proevalebit* 

I am, &c. 
The Grange, Burley, near Otley, Jan. 14th, 1857. 
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THE LATE JOSEPH HUME, ESQ.. AND THE BANK 
CHARTER ACT OF 1844. 



To the Editors of the " Leeds Mercury.** 

Gbntlembn, — ^There is something remarkable in the fiict 
that, with the exception of the war, the two subjects for the 
moment occupying the attention of the public are the Bank 
Charter Act of 1844, and the means of rendering honour to 
its greatest opponent, the late J. Hume, Esq. I avul myself 
of this fortunate coincidence to beg your insertion of some 
extracts from a correspondence I had with Mr. Hume on that 
subject, and I do so under the conviction that I am actiug in 
conformity with his wishes, and at the same time indulge the 
hope that now that his voice no longer can be heard, his 
wishes may have the greater influence, and be considered as 
an injunction to his countrymen to carry out his object, 
namely, the obtaining a repeal of that Act, and substituting 
in its place free trade in the circidating medium. 

His letters furnish a short history of the rise and all but the 
fall of the Bank Charter Act of 1844, and show how much the 
interests of the many were sacrificed to political objects and 
class interests. It appears from them that a well-known 
banker (the present Lord Overstone) conceived " that he 
could regulate the amount of paper currency" — ^an article, be 
it observed (without intending to impute any selfish motive,) 
in which bankers more especially deal, and consequently 
are not the best calculated to regulate its quantity impartial- 
ly. It further appears that the views of this banker were 
adopted by Sir Robert Peel, and embodied by him in the Act 
of 1844 — that on the breaking down of the Act in 1847, and 
on its re-consideration by a committee of the House of Com- 
mons, its restrictions would have been repealed, ''had not 
Sir Robert Peel obtained, in exchange for his support of Lord 
John Russell's Cabinet, their votes to leave the Act as it was.'* 
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Here we find the two great parties of the State coalescing 
with the monied interest to maintain an Act which giyes the 
same protection to money that the Com Laws gave to com*— 
raising the rate of interest on the former to the benefit of the 
money holder, as the sliding scale enhanced the value of the 
latter for the advantages of the landholder. 

Let the mercantile and industrial classes bear in mind that 
Ministers are dependant for their places on the votes of the 
members of the House of Commons, and these again for their 
seats on the votes of the electors* and| consequently, that they 
have the power in their own hands of procuring a sounder 
monetary system ; and let them be assured that no Ministers 
will grapple with this monstrous money monopoly, and risk 
the loss of office, unless supported by the country, through its 
representatives in Parliament. We have monuments through 
the land to Sir E. Peel> and justly he deserved them for carry- 
ing out, at the sacrifice of his own power and party, those free 
trade measures of which Mr. Hume was the parent ; for to 
his committee on import duties Sir R. Peel himself admitted 
the country was indebted for his free trade bills. How much 
more, then, are monuments due to Mr. Hume, who was 
throughout consistent and faithful to the principles, now so 
universally acknowledged to be sound, of free trade, applying 
it not merely to commodities, but to the medium for circula- 
ting those commodities P He was truly the apostle of free 
trade, and no nobler monument could be raised to his memory 
than an Act of Parliament establishing free trade in the circu- 
lating medium, based on the principle enunciated in his draft 
report submitted to the committee of the House of Commons 
on the commercial distress of 1847. Such would be a worthy 
testimonial to one of the most single-minded and honest 
patriots that ever adomed this country. 

I am. Sir, &c. 

The Grange, Burley, near Otley, 
Dec. 20, 1855. 
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(BXTEAeT FftOM IR. HmOl's LBTTSU.) 

Bornley HaU, 14th Not., 1863. 

Your letter to Mr. Ole d eh a e Is in my opinioB quite ooneet* 
and my ezeiticiis in the committee in 1848 would h«re re* 
pealed the act of Fed, of 1844, as inoonaiatent with the prii^ 
eiplea of free trade, aancl my resolution in that cmwmittse to 
that purpoee was lost by the castmg vote of Sir Bbbert PeeL 

He was so mneh in fiiroor of those hills, though supported 
only by the chair of the bank» that he obtained in eiriiango 
for his support of Lord John Russell's Cabinet their totes to 
leave those bills as they were. 

We divided five to lb«r— the five were Lord John, Sir C. 
Wood, liCr. Qoulbum, Sir R. Peel, and one other I forget — 
against three others that voted with me. Mr* Baring, Mr* 
Disraeli, and four others who were against the Act of 1844^ 
stayed away and would not vote, fi>r scmie reason I never 
could learn, and thus the glaring absurdity was allowed to 
remain, a reflection to the common sense of all Free-IVaders. 

The time must come soon when these Acts of 1844-5, at 
present the reproach of Free-Traders, must be repealed, and 
I am pleased to see you stinring in that direction. I hope 
you may be able to get a good petilitm up by-and-by, when 
the Parliamentary Reform shall be settled, and free trade in 
dreulation must also be established. 

Burnley Hall, Jan. 23, 1854. 

I have carefully read your letter to the editon of the LeedM 
Merewry on the existing Currency Laws of 1844-5. 

Sir R« Peel never committed so great an errw in any of his 
public measures as he did in passing the Acts of 1844-5, for 
as he alleged, " the regulations and the restriction of tixe 
paper currency." 

As a member of that committee on the Bank of England, 
of which Sir C. Wood was chairman, I had the opportunity 
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of observing that Sir R. Peel, Sir C, Wood, Mr. Warburtou, 
ft&d almost every member (the member for Birmingham alone 
excepted,) were under the influence of Mr« Jones Loyd*s 
opinions, viz.-^*' That he could regulate the amount of paper 
currency," and further, that deposits in the Bank of England 
were not part of the currency. 

These were the two fiiUacies of Mr. Jones Loyd, and the 
perusal of 1^ evidence wiH show how he broke down under 
my examimilion, and left the eodimittee-room^ — ^nor would he 
ev8B have returned to finish his examination if I had not con- 
sented to limit my questions, and these, with the answers of 
Mr. Loyd, are before the public. 

Sir Robert Peel never could get free from these delusions, 
and when he had the power in 1 844*5, induced the House of 
Commons to pass these restrretive and injurious acts. 

In the inquiry before the Lords* committee, in 1848, part 
of which evidence you have quoted in your letter just publish^ 
ed, the injury to the commerce of the country in 1847, from 
the laws of 1844-5, is clearly made out, and reported to the 
Lords. 

In the committee of the Commons, in 1848, on the same 
-subject, *' Cwnmercial Distress^** I consider that the proof 
against these Acts of Sir Robert Peel was complete; and 
when the consideration of the report came on, my draft report, 
"recommending the repeal of all these restrictive Acts,** would 
have been carried if Mr. Thos. Baring, Mr. B. Disraeli, and 
other Members had not purposely absented themselves from 
the discussion and from the division on the report ; and the 
draft report of Sir Charles Wood was carried by a majority of 
one only. Lord John Russell, who had not attended the sit- 
tings of the committee, or taken any part in the discussions, 
attended, and gave his vote to Sir R. Peel, by which no change 
was recommended ; and from that time no attempt has been 
made to remove those Acts of 1844-5 from the statute book, 
although the great variations in the value of money in the 

L 
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jt$n finee 1848 have exceeded «dj changes before 1844* 
I am pleased that jou are now urgbg the subject on ibm 

attention of the publicy and I hope it may obtain that interest 

which it requires." 

[N.B. — ^The words in italics were underlined in the letter.] 



To the Editor of the **Bankera' Ciretdar.*' 

S1R9 — In mj letter to the Momkig Pont of the 24th instant, 
I showed from the eyidence of Mr. Glyn and Mr. S. Gumej, 
given before the Parliamentary Committee of 1847> and from 
the Report of the Lords' Committee that the panic in that year 
waa owing to the Act of 1844. I quoted briefly the evidence 
of the Governor of the Bank as to some of the frightful con-^ 
sequences of that panic, but for full particulars of the most 
awful monetary calamity which ever befel this country I will 
refer to ** Evan's History of the Commercial Crisis of 1847.*' 
Houses that failed then, and subsequently were able to pay . 
twenty shillings in the pound, notwithstanding the enormous 
depreciation in the value of their property, were undoubtedly 
the victims of the Act. No law could have been better con- 
trived to extract the honey from the working bees, to transfer 
the hard earnings of the merchants and manufacturers to the 
moneyholder — ^the avowed design of the Act being to make 
money dearer and goods cheaper whenever gold left the country. 
To pass from the monetary pressure of 1847 to that of 1856. 
The trade has prospered under our present monetary system 
boasts Mercator, " If the seed wss sown and first germinated 
in the soil of Free Trade, let us remember that our monetary 
legislation has constituted the atmosphere in which the plant has 
grown to its present strength and maturity." Our restrictive 
monetary legislation had no more to do with the prosperity of 
the trade than Tenterden Church Steeple had with the form- 
ation of the Goodwin Sands ; with greater truth it may be 
asserted that the trade would have prospered still more under 
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« more liberal monetary system. The old ground which l&e 
landholders took in defence of the Corn Laws is now adopted 
by the moneyholders in favor of their monopoly ; but the fact 
is that the country has thriven in spite of both our restrictivs 
eom and currency laws, and will prosper still more when re« 
lieved from the incubus of the latter as it has done by the re- 
moval of the former. The Bank of France unrestricted in its 
issues has been able, notwithstanding the difficulties it has had 
to contend with, to accommodate the commercial community 
on more liberal terms than the Bank of England with no such 
difficulties, but trammelled with restrictions. The highest 
rate of discount of the Bank of France having only been 6 per 
cent., whilst that of the Bank of England has been 7 per cent. 
Look, too, at the United States of America prospering in a 
•till greater degree, (whose government is actually embarrassed 
with surplus revenue) flourishing in a very different monetary 
atmosphere, unrestricted issues of paper money to the extent 
at present of £40,000,000, the greater part of which consists 
of 5 dollar notes (circa 1 £,) and £10,000,000 in notes below 
5 dollars. '* If these smaller notes," says the American 
Secretary of the Treasury in his able Report just issued, 
''were withdrawn it would be allsufficient to secure as sound, 
healthy t and uniform a currency as it is practicable to Jiave,^* 
Contrast this system with ours, which not only restricts but 
curtails this class of currency. On August, 1844, the circu- 
lation of Bank notes for England was — 

The Bank of England £21,448,000 

Private Banks 4,624,179 

Joint Stock Banks 3,340,326 

£29,412,505 

On Novem. 26, 1866, it was — 

The Bank of England £20,062,041 

Private Banks 3,855,971 

Joint Stock Banks 3,113,886 

27,031,898 

Being a diminution of. £2,310,607 
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ainee the Act of 1844 was passed, and tUs lo aeoonmiodsfe » 
mfidij ineressing oomaeroe, oar foreign trade alone hmng 
nearly trebled sinee that time. 

Meicalor asks, '< What is the result of die escperienoe of oor 
oantioQs and enlightened merchants, have they found the 
monetary system of this country subject to unnecessafy pres- 
sure from which other great trading communities have been 
exempt/* No analogy exists between the present attuatioii 
of our merchants and* manufootorers and those of the com- 
mercial community of other countries. There is a sophism 
in putting them into juxta-position ; the drcumstances of our 
trading community are almost entirely diffisrent from those o€ 
the same class in France^ where they have suiibred from two 
bad faanrests, a fiuling silk crop, inundations, speculations at 
home and abroad, riTaling our own speculative mania of 1 845, 
a lavish expenditure on the part of the government, a distur-^ 
bance of their currency by the efflux of silver, whilst in this 
oountry we have had two good harvests and a greatly extend- 
ed and profitable trade-— there is nothing in common between 
us but the war expenditure. 

Mercator has mistaken the diagnosis <^ the patients— -their 
complaints are different, the one suffering from exhausticm, 
having Hved too fast, the other as sound in constitution as, 
ever, but his circulation disturbed fr6m his doctw hsvkig 
fooiiahly taken too much blood from him— the one is a case 
produced by want of capital, the other from the want of cur- 
rency. Contrast our position now with what it was in 1847, 
when much capital had been lost — ^then ahnost general bank- 
ruptcy, now hardly a failure— then 3 per cents, at 79, now at 
94 — ^then every class complaimng, now no complaint, except 
against the rate of discount ; now the farmers rejoicing instead 
of grumbling. 

Appeal to our merchants and manufkcturers and ask them 
if their caj^tal has diminished within the last few years. No, 
will be the answer, but the currency of the country, the me- 
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dium fbr eirenlating oar capital, the Bank Reserve upon whick 
the rate of discount mainly depends, lias been dixninislied from 
^67,888,715 at which it stood on die ^Bik June, to £2,550,740 
OS O^ober 18ilt, and ihe Bank rate of disconnt has conse-^ 
qnently been raised from 4^ per cent, in June to 7 per cent«. 
in Norember, «nd oar profits pro tafOo redaced« Oan it be. 
possible that such an enormous mass of capital riMmld'haTe kft. 
this country to go to France, where a monetary cataalrophe: 
was expected, as to produce snch an effect on the rate of dis^ 
count ; no, the^ extraordinary monetary pressure is clearly 
owing to the want of currency and not of capital, and is trace- 
able to the Act of 1844. Previous to (^at Act, and for 140 
years the Bank had never chaif^d a higher rate of interest 
than 5 per cent., excepting for a few months in 1839. This 
they were enabled to do by being unrestricted in their issues 
and having at their disposal all their gold. This liberty of 
issuing, the Act of 1844 took from them, and lurAer obliged 
liiem to lock up gold in the Issue Department for all notes 
exceeding £14,000,000, and the arerage eirculalicm being 
£20,000,000, it deprived them of the use of £&,000,000, in 
the Banking Department* Had they still possessed their 
fbrmer power they need not in all probability have exceeded 
5 per cent. 

Our monetary system, howerer, even as it stood previous 
to the Act of 1844 requires amendment. It is not in harmony 
with the spirit <^ the age. Free trade and a fettered currency 
are incompatible. The principle of free trade should be ex- 
tended to a sound currency ; the law should take care of the 
quality, but leave the quantity to take care of itself. A free 
issue of safe Bank noiesy convertible into gcAd on demand, 
Government securities being given for two-thirds of the 
amount exceeding the present fixed issue, and the issue of 
one pound notes by the Bank of England as substitutes for 
sovereigns (by which we should obtain a larger metallic basis, 
and avoid the fluctuation incident to an ebb and flow of gold) 
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ttw neoaitftry to meet the requirements of an ever increeeiiig 
and illimitaUe oommeroe. 

If the Bank of Enghuid will aot ameiit on equitable terms 
to each an amendment d its charter aa may appear to her 
liajeaty's ministen neoenary for the ooontry's good, withont 
awaiting the year's delay, then let Parliament give the requi- 
site twelve months' notice for the expiration of the charter* 
and emancipate the country from the thraldom of the Bank 
of England by preparing to establish a National Bank. 

I am, Sir, &c. 
The Grange, Barley, near Otley, 

December 80th, 1856. 



To ike Editor of the *' Daily News," 

Sir,— Your leaders on the Bank Charter Act In your impres- 
sions of the 7th and 10th inst. were most cheering to the 
opponents of the Act On reading ** Mercator's'* last letter 
one is reminded of the ludicrous definition once given of 
metaphysics — ^to wit, ** when a person spoken to does not un- 
derstand what the speaker means, and when the speaker does 
not understand himself." What does "Mercator" mean by 
*' the great laws which determine the monetery equilibrium of 
the world, assign to this country a certain amount of money?" 
We should be glad if he would descend from his high sound- 
ing periods, and give us, in plain English, the explanation, 
and an answer to the question which Paul Dombey put to his 
father — ^What is money ? As it is supposed that ** Mercator " 
was (most unfortunately for the country) the tutor of Sir R. 
Peel on the currency, we may gather the principles he incul- 
cated from the explanation given by Sir R. Peel on introducing 
the bill of 1844 — ** I must stete at the outset that in using 
the word * money,' I mean to designate by that word the coin 
of the realm, and promissory notes payable to the bearer on 
demand ; in using the words paper currency, I mean only 
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such promissory notes. J do not include in that term bills of 
exchange, or drafts on bankers, or other forms of credit.* 
There is a material distinction in mj opinion between the 
character of a promissory note payable to bearer on demand 
and other forms of paper credit, and between the effect which 
they respectively produce upon the prices of commodities and 
upon the exchanges." 

This definition of money is considered unsound by Mr. 
Huskisson, who, in his pamphlet on the subject, obserres, " It 
is the essence of money to posses intrinsic value ; paper cur- 
rency has obviously no intrinsic value ; a promissory note« 
under whatever form, or from whatever source it may issue, 
represents value. It does so inasmuch as it is an undertaking 
to pay in money the sum for which it is issued ; the money 
or coin of a country is so much of its capital, paper currency 
is not part of the capital of a country, it is so much circulating 
credit.** From these sounder views of money and paper cur- 
rency in which Mr. Huskisson is supported by J. S. Mill, 
Tooke, FuUarton, and Wilson, we are led to the conclusion 
that what is commonly understood as money may be simply 
divided into two classes — Ist, Coin Money, possessing intrinsic 
value ; 2nd, Credit Money, comprising bank notes, cheques,^ 
bills, and all promises to pay money, but possessing no intrin- 
sic value. 

In what way do the great laws to which ''Mercator" refers 
determine the monetary equilibrium ? In what proportion do 
they assign to different countries these two classes of money ? 

Experience tells us that in countries where the least degree 
of credit exists, as in the East, they have the most coin in 
proportion to their transactions, and, vice versa^ where the 
greatest degree of credit prevails, as in Great Britain, they 
have the least coin. 

The laws of nature, if left free, will provide for each 
country a natural] and not a certain quantity of money ; such 
an amount of both coin money and credit money as is neces- 
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Mury for its requirements. And nothing bul nueduef is 
created by the inteiferenoe of raeh laws as the Act of 1844 
with the laws of nature— an Act which restricts in this 
coontiy the quantity of hank notes for the trade of 1856 to 
the amount requisite for the business of 1844,— nay stiD move 
actually curtails the quantity, for the amount of bank notes in 
England has diminished firom £29,412,505, in August, 1844, 
to £27,081,898 on the 26th Norember, 1856. 

Again, ** Mercator " says, ** There ought to be no manage* 
ment whatever of the ciieulation." If he means what the 
words mean, we may hail him as a couTcrt to free trade in a 
sound currency. We apprehend, howcTcr, his meaning to be 
— there ought to be no iateiference whatever with the man-* 
agement of the circulation, as regulated by the Act of 1844, 
and which originated with Mr. Samuel Jones Loyd, who, in 
his evidence before the parliamentary committee on the Bank 
of England, gave it as his opinion ''that he could regulate the 
paper currency ; " and this opinion, Mr. Hume says, influ- 
enced Sir Robert Peel, and almost all the members of the 
committee. Now, how does the Act of 1844 manage, or 
rather mismanage, the circulation? It fixes the note issue for 
the empire at £31,278,574, and though the trade and popula- 
tion may be doubled, trebled, or quadrupled, and prices and 
wages be much higher, requiring more circulating medium, it 
yet ties the country down to this amount of circulation. 
"Mercator" continues his sentence-**" it must be left to 
regulate itself by the free action of the public paying in or 
drawing out gold, while the Issue Department confines itself 
to the mechanical duty of issuing notes as the gold is paid in, 
and cancelling notes as the gold is drawn out. This is the 
simple principle of the Act of 1844." 

How are we to understand him, when he tells us, in die 
same paragraf^, that the principle of the Act is to be worked 
through the mechanical arrangement of the Issue Department, 
^utd yet that there ought to be no management whatever of 
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the circnlatioii. What does he mean ? MetaphyBics are leaa 
unintelligible. 

The impuiatioin on private issuers of bank notes being iii'* 
fluenced by self-interest, does not come well from ''Mercator/' 
who is supposed to be one of the largest money holders in the 
oountrj, and consequently is benefited by the Act of 1644, 
which does make, and was avowedly intended to make, money 
dearer whenever gold left the country* 

I am. Sir, ^dc 
Hie €fiange, Burley, near Otiey, 
Januaiy^, 1857. 



TO THfi PRESIDENTS, VICE PRESIDENTS^ AND MEMBERS 
OF CHAMBERS OF COMMERCE. 

OsNTLEMSN, — I bcgatt find wifl ecKndude these Letters on 
our Monetary System, with an appeal to you m tive Associa- 
1aons most responsible to theXJountry, next to tfaeLegislatitre, 
for just and sound Commercial Laws. 

Will Chambers of Conmierce, representmg the Gommereiai 
Community, supinely permit the interest of the Merehaat to 
be sacrificed to that of the Money-holder, in the re-^cansidev- 
ation of the Bank Charter Act ? 

We have seen in the evidence of Mr. I. Horsley Palmer, 
who was twice Gk>vemor of the Bank of England and thirty- 
seven years a Director, that fbr 140 years the Bank never 
raised its rate of discount above 5 per cent, excepting for a 
few months in 1839. When we consider how many monetary 
pressures, crises, and panics, including the memorable one 
of 1825, have occurred during that long period, without the 
Bank having had occasion to exceed that rate, we may fairly 
presume that had the Bank of England retained its privilege 
(of which it was deprived by the Act of 1844) of issuing its 
legal tender notes withont restriction, i3» late ef 5 per cent 
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need not have been exceeded daring the present monetary 
pressure. If this be a fair presumption, then the extra 'xate 
for discount paid by the merchant to the money'holder, and 
all the oYils attending an unnaturally high rate ; and amongst 
them we may consider the disemployment of labour as in- 
stanced in the present distressed condition of the building 
operatives in London, are attributable to the Act of 1844. 

Had the Bank possessed the additional power of issuing 
one*pound notes as substitutes for sovereigns, depositing one- 
third as security for the convertibility of the notes, their stock 
of gold might have been increased some £20,000,000, and in 
that case certainly their rate of 5 per cent, need not have 
been exceeded. 

Would it not be well for Chambers of Commerce to appoint 
special committees, as (he Legislature have done, for the pur- 
pose of collecting local evidence on this all-important subject, 
and to report to the Chambers, and for the Chambers in ac- 
cordance to petition Parliament. 

Surely such Chambers of Commerce as neglect the present 
opportunity of considering our Monetary Laws — Money con- 
stituting one-half of our Commerce — are not faithful to their 
calling, and should remember that '' England expects every 
man to do his duty.'* 

I remain, Gentiemen, 

Yours sincerely, 
HAMER STANSFELD, 



ITeM, Mmiigton, and Co., PriiUeri; Leed$ and Otley, 
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